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A Banker’s Diary 


t th 


IN the monetary sphere, the outstanding events of the 

past month have, of course, been the succession of 

ec measures undertaken for the defence of 
The Defence 1: : : “,° 4] 

; sterling. The reimposition of the restric- 

Oo : ; ; j ; 

tions on foreign issues was discussed in 


Sterling ' 2 
these notes last month. It was followed 


within a few days by a request to the banks to discon- 
tinue lending against gold and to discourage speculation 
igainst sterling. On the following day came the most 
important measure of all in the transfer to the Exchang 
Account from the Bank of the huge sum of £200,000,000 
of gold at par, equivalent to some £350,000,000 at the 
current market price of close on 150s. per ounce. At 
the same time the fiduciary issue was raised from £ 


, 
millions to £400 millions, the increase occasioned by the 
sold transfer being offset to the extent of £30 millions | 
by the cancellation of the temporary increase made earh 
in December. Some replenishment of the Fund's gold 
resources had, of course, long been awaited (it was sug- | 
sested here last month that a gold transfer might be 


coupled with the adjustment of the seasonal change in 
the fiduciary issue) but an operation of this magnitude 
far exceeded all exper tations. By it the visible defences 
Ol sterling have, ol COUTSe, been immeasurablhi 
strenethened, and there can be no doubt that in making 


‘enormous transfer instead of a series of small ones 
the authorities did the right thing. At the same time 


is Dr. Einzig argues elsewhere in this issue, such purelt 


io « ~4 


technical manceuvres are no substitute for a well-con- 


sidered market policy. From the point of view of th 
domestic credit situation, the gold operation is_ full 


discussed in a special article by Mr. W. T. C. King. 
A FEW days before the large eold transfer was 
announced, the Chancellor had revealed that in the six 
=e 4...g, months ended September 30, the Fund's 
exe — gold holding was just about halved. From 
eee van £2978 millions, valued at r4os. per ounce 
on March 35, KH Was reduced. to #1510 
a loss of £.146.0 millions. Valued at 150s. pel 


milwons 
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ounce, the loss amounted to £156 millions, and the 
remaining stock to £162.5 millions. The four announce- 
ments of the gold position which have now been made 
are summarized in the following table :— 


BRITISH MONETARY GOLD STOCKS 


(Valued at r4os. per ounce) 
(£ millions) 


In Bank In Exchange Total 
of England Account 
1937 : 
March 31 .. 516-9 186-7 7036 
September 30 .. 537°9 279°0 816-9 
1936 
March 31 537°9 297°8 535°7 
September 30 537°9 151°8 689°7 


The September 30 gold figure was actually somewhat 
more favourable than expected by many competent 
observers, the loss of gold having been estimated at as 
much as £165 miltions. Unfortunately, the pressure on 
sterling did not cease with the September crisis and by 
the end of December the total of gold remaining in the 
Exchange Account was generally believed to have fallen 
below £100 millions. These estimates receive partial 
confirmation from the floating debt figures, which (after 
a period in which they were distorted by Exchange 
Account holdings of tender bills of unknown amount) 
seem once again to be a useful guide to the Exchange 
Account’s position. In the six months to September 30, 
the total floating debt rose by £90.8 millions. Since the 
loss of gold over that period amounted at current prices 
to £156 millions, one would expect a reduction in the 
tender issue (excluding from consideration the opera- 
tions of the public departments) of £65 millions. In 
fact, the tender issue appears to have risen by 
£12 millions to £524 millions, which is £77 millions 
more than the indicated figure. On the other hand, the 
floating assets of the public departments rose by only 
479 millions, instead of by the £156 millions indicated 
by the outflow of gold. Hence the conclusion seems to 
be that at the end of September the Exchange Account 
was holding some £77 millions of tender bills, acquired 

Q 
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either by purchase in the open market or by direct 
tender. 

Repeating the analysis for the nine months to 
December 31, we find that total floating debt (excluding 
Ways and Means Advances by the Bank of England) 
rose by £190 millions, whereas the tender Treasury bill 
issue was reduced by £24 millions. This suggests, other 
things being equal, a loss of gold of £214 millions, and 
in this case naturally agrees with the increase over 
the period in the floating assets of the public depart- 
ments. On this basis, therefore, one would conclude 
that in the last nine months of 1938 the loss of gold 
amounted roughly to £200 millions, valued at 140s. per 
ounce, in which case the Exchange Account holding at 
the end of the year would be £97.8 millions. At the 
date of the gold transfer, therefore, its holdings must 
have been about £90 millions, giving a masse de 
manceuvre after the transfer of £418 millions at 140s. 
per ounce, or close on £450 millions at the current 
market price. 


THE contraction in the tender Treasury bill issue, due 
largely to the outflow of gold, is from one point of view 
extremely welcome as a means of cushion- 

Deflation jing the impact on the gilt-edged market of 
Ahead? the heavy burden of rearmament finance. 
From another point of view, however, it 

seems likely in the immediate future to have some- 
what unpleasant consequences. Owing to the rapidly 
rising current deficit in the first nine months of the 
financial year, the gold loss did little more than prevent 
an increase in the supply of bills. As a result, however, 
the total issue at the beginning of this quarter was no more 
than £488 millions, while the heavy influx of revenue 
during the final quarter of the financial year must nor- 
mally operate to cause a further severe contraction. A 
famine of Treasury bills has, in fact, already begun. 
The total of bills offered at the tenders of January 6 
and January 13 was limited in each case to 
£25 millions, while on January 20 the offer was reduced 
to £20 millions, the lowest figure since the war 
years. Discount rates therefore fell back sharply 





ill 
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to their “normal” level of about 43 per cent., while 
on January 21 the total tender issue had been reduced 
to no more than £426 millions, as compared with 
£597 millions at the corresponding date in 1938. Quite 
apart from its effects on the bill market, such a curtail- 
ment of the supply of bills would inevitably have a highly 
deflationary effect upon the total of bank deposits, far in 
excess of the normal contraction in the early part of the 
year. If in fact the banks, as has been alleged, actually 
endeavour to maintain the total of their cash and money 
market assets at a ratio to deposits of 30 per cent., a 
severe contraction in the supply of bills would tend, in 
the absence of a really sensational increase in the credit 
base, to reduce deposits more than three-fold. In the 
December averages, it may be noted, the combined total 
of advances and investments was already above the con- 
ventional maximum ratio to deposits of 70 per cent. 
Hence it is quite obvious, even if the mystic figure of 
30 per cent. be disregarded, that a contraction in dis- 
counts would be likely to cause a more than proportion- 
ate reduction in deposits through sales of securities and 
a reduction in the advances total. There seems to be 
only one practicable way in which such an untimely, if 
temporary, deflation could be avoided, namely, by the 
public departments using part of their abnormally large 
floating assets to buy up longer-dated securities. This 
would, of course, operate at the same time to reduce the 
long-term rate of interest and so facilitate rearmament 
finance. 


EXPECTATIONS of a tight year-end were fulfilled up to the 
hilt. The market began its year-end borrowing as early 

Year-End 2 Christmas Eve—when it was necessary 
to take money for nine days—and actually 
had to go to the Bank on the last day of 
the year itself. On each of the intervening days sub- 
stantial sums were taken, while on the Friday the 
authorities enforced the letter of their regulations to the 
extent of insisting that for part of its requirements the 
market should take money for the exceptionally long 
period of ten days. The effect of this borrowing on 
bankers’ deposits and the “discounts and advances ” 


Q2 


Squeeze 
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item in the Bank return is brought out in the following 
table :— 


(£ millions) 


Note Govern- Discounts 
Circula- ment and Bankers’ 
tion Securities Advances Deposits Reserve 
1938 
Dec. 2 .. 503°0 72°1 14°9 98+3 54°3 
28 ». 504°7 69:2 28°5 IOI‘O 52°5 
1939 
Jan. 4. .. 488-1 71°4 48°9 135°9 690 
II ~- 756 96-2 22-1 118-1 51°4 
18 .. 468-0 85°8 18°5 IIg.9 59°I 


It will be seen that in the fortnight to January 4 
discounts and advances rose by £34 millions. Some 
£11 millions was paid off during the second week of 
the period, however, indicating total borrowing of 
£45 millions; but the fact that on January 11 this item 
was still some £7 millions above its pre-Christmas level 
suggests that the amount taken by market quarters was 
roughly £38 millions. The peak note circulation of 
£504.7 millions (shown this year only in the post- 
Christmas return) represented an expansion from the 
November low of £28.6 millions, or almost exactly the 
same as in 1937, though in each period the true move- 
ment of the domestic circulation may have been masked 
by changes in the volume of notes hoarded by 
foreigners. The large changes shown by the January II 
return are, of course, connected with the transfer of 
gold to the Exchange Account and the increase in the 
fiduciary issue from £230 millions to £400 millions, 
which is discussed elsewhere in this issue. 


THouGH the trade figures for December showed a rather 
disappointing relapse in exports, the figures for the year 
Overseas 25 @. Whole make a not unsatisfactory 
Trade showing. Total exports, as will be seen 
; from the following table, show a reduction 
m i908 of £64.0 millions on the year, but are still 
£31.1 millions higher than in 1936. On the other hand, 
imports have fallen by as much as £107.4 millions, com- 
pared with 1937. Hence the adverse balance for 1938 is 
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£43.4 millions less than in 1937, though £41.5 millions 
higher than in 1936, when imports were £72.7 millions 
lower than in 1938. 

(£ millions) 


Change Change 

1938 on 1937 on 1936 

Imports és Pe -»  920°4 —107°4 + 9a*7 
U.K. exports ee .»  470°9 — 50°5 + 30°3 
Re-exports es - 61-6 — 13°5 + <8 
Total exports ae o« Seems — 64:0 + 31-1 
Import Surplus a «<< foro 43°4 + 415 


Of the reduction in exports, manufactures account for 
£30.3 millions, the largest decreases being those of 
£188 millions in cotton yarns and manufactures, 
£8.7 millions in woollens and £6.8 millions in iron and 
steel and manufactures thereof, though machinery ex- 
ports show an increase of £8.2 millions and those of 
vehicles an increase of £4.7 millions. On the side of 
imports, the food, drink and tobacco group shows very 
little change compared with 1937, chiefly on account of 
the large fall of £16.9 millions in grain and flour. Raw 
materials account for as much as £67.60 millions of the 
total reduction, the largest movements being the 
decrease of £19.1 millions in imports of raw cotton and 
waste, £9.4 millions in wool, £18.9 millions in wood and 
timber. Manufactured imports show a decline of 
£41.1 millions, of which £14.9 millions is accounted for 
by the non-ferrous metals group. It will be seen that 
the two main factors responsible for the drop in imports 
are the decline in prices, as evidenced, for example, in 
the reduced cost of cereals and base metals, and on 
the other hand trade depression, which accounts for the 
sharp fall in imports of textile raw materials, though this 
is offset by an almost equivalent contraction in the 
exports of the industries concerned. 


On the basis used by the Board of Trade for estimating 
the balance of payments, an improvement of 
Balance of 421-7 millions on account of silver has to 
Siesanate added to the improvement of 
Unchanged? £43.4 millions in the merchandise balance, 
* though as no change of ownership is 

normally involved in respect of the bulk of the silver 
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entering or leaving this country, this item does not enter 
into the balance of payments in any real sense. This 
apparent improvement of £65 millions in the visible 
items should be just about sufficient to offset the 
deterioration in invisible exports during the year. It 
seems reasonable to guess, for example, that the net 
national shipping income will be reduced from 
last year’s estimated figure of £130 millions to 
£95-£100 millions, and that income from investments, 
on the Board of Trade basis, will have declined about 
£25 millions to £195 millions. Thus the Board of Trade 
figures to be published in two or three weeks’ time should 
show a final deficit on the balance of payments as a 
whole of about £50 millions, or roughly the same as in 


1937: 


The Export Credits Guarantee 
Department 


By F. H. Nixon, C.B. 


General Manager of the Department 


UCH is being written at the present time about 
M the necessity for maintaining and increasing our 
export trade. It seems to be an appropriate 
moment, therefore, to say something about the work of 
the Export Credits Guarantee Department and the way 
in which it tries to help British exporters to overcome 
some of their problems. The timeliness of the Editor's 
request for an article on the Department has been 
further increased by the introduction into Parliament of 
the Export Guarantees Bill (1938), which marks the 
beginning of yet another chapter in the history of the 
Department. This article is, however, intended to bea 
description of the Department as it is at present, and 
will not, therefore, deal with the Bill, which at the time 
of writing has only passed its Second Reading in the 
House of Commons. 
The figures of the Department’s annual turnover of 
business show more clearly than any words could do 
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the manner in which its work has grown in recent 


years :— 

Financial Years. Total Business. 
1933-1934 a a a <s £7,506,816 
1934-1935" te - 3 a - £14,978,125 
1935-1930 is ne ne ve £20,557,373 
1936-1937 is . * ae £35,184,065 
1937-1938 £42,940,029 


What was once a temporary experiment on a limited 
scale has become a permanent part of the commercial 
machinery of the country, and the Department’s turn- 
over now compares favourably in amount with the inter- 
national business handled by any other institution. 
This great volume of business has, moreover, been con- 
ducted without loss to the taxpayer, for in every year 
since the Department began in 1926 the premiums 
received have been sufficient to cover the amounts paid 


jin claims and administrative expenses and to build up 


areserve. The details of the amounts received and paid 
each year can be found in the Department’s Commercial 
Accounts which are published in the annual volumes of 
Trading Accounts. 


1. The Department’s Business 


The main sections of the Department’s business at 
the present time may be classified as follows :— 

(a) Guarantees of the solvency of private buyers 
overseas. (b) Transfer guarantees, designed to 
help exporters overcome the menace of frozen 
debts. (c) Guarantees given in connection 
with the export of goods of all kinds on 
medium-term credits. (d) Guarantees on tran- 
sactions with Governments overseas—also 
mainly on medium-term credits. 

The most important distinction to be observed is that 
separating the short-term solvency business from the 
rest. The former, being made up of a mass of moderate- 
sized transactions of all kinds, with credits of any length 
up to, say, six months, and covering all countries of the 
world, provides a field for the application of insurance 
principles. It is, in short, credit insurance business and 
closely approximates to that done in other countries by 
such institutions as the Société Francaise d’Assurances 
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pour Favoriser le Crédit and the Societa Italiana di 
Assicurazione Credito. Credit insurance is, however, 
still a new field, and when the Department began in 
1926 it was almost an unknown field as far as this 
country was concerned. The Department had to start 
by investigating the risks involved and to find some 
means of selecting and grouping them in such a way 
that they could be conveniently assessed before appro- 
priate facilities could be designed to cover each. It was 
also essential that the prices at which the Department's 
facilities were offered, while sufficient to maintain the 
business on a commercial footing, should still be 
moderate enough to attract exporters, in order to build 
up that corpus of business which is necessary for the 
financial equilibrium of any insurance institution. In 
the course of the development of this business it became 
clear that the ordinary exporter runs two main credit 
risks: that of the insolvency of his buyer and that of 
exchange restrictions or regulations which might prevent 
or delay the transfer of funds from the buyer’s country. 
The Department deals with these two risks separately, 
and if the transfer risk is not, according to the strict 
canons of the theory of insurance, to be regarded as an 
insurable risk, it is nevertheless a risk against which 
British exporters need protection, and one which the 
Department has so far been able to cover at a reason- 
able cost. 

The Department's medium-term business, on the 
other hand, consists of transactions varying in size from 
a hundred pounds or so to several millions, and involv- 
ing credit periods which may extend, in certain 
cases, up to as many as ten years. Each application 
has features of its own, calling for individual treatment, 
and, often enough, for a guarantee embodying special 
features. This business, therefore, does not provide an 
insurable mass, and the Department in this side of its 
work is doing business closely allied to that formerly 
handled by the Issuing Houses, whereas its short-term 
business approaches more nearly that which in more 
normal times might be handled by the Acceptance 
Houses. 

Perhaps at this stage a word may be said about the 
Department’s profits. At March 31, 1938, the Depart- 
ment’s reserve amounted to just under £3,000,000. It 














EXPORT CREDIT DEPARTMENT 171 








is evident that the annual surpluses which have been 
used to build up this reserve could not be accumulated 
out of short-term business. The premiums charged on 
the Department’s guarantees for exports of cotton and 
woollen textiles, coal, and other staple commodities, sold 
on go days terms or so, rarely exceed 1 per cent., and 
are usually much lower. When losses and the cost of 
administration are taken into account, it will be seen 
that this portion of the Department’s business could in 
the best of times only yield a relatively small surplus 
each year. 

The position is rather different, however, with regard 
to the large medium-term credits which the Department 
has arranged. The risks involved in this type of 
business are heavy, and if a breakdown occurred in one 
of these large transactions the Department might be 
faced with very serious losses. It was essential, if we 
were going to do this business, that we should build up 
a reasonable reserve out of the premiums derived from 
it, As is well known, some foreign Governments have 
arranged relatively long credits for large amounts 
through the Department at an interest rate of 54 per 
cent. This is quite a moderate rate, as reference to the 
quotations on foreign Government securities will show, 
but so long as cheap money lasts, the Department can 
raise money on its guarantees at lower rates, and the 
difference is paid into our reserve. While the additions 
to the reserve from this source in recent years have been 
considerable, so have the increases in our liability. At 
September 30, 1938, for instance, against a reserve of 
about £3,000,000, we had total liabilities in respect of all 
business of well over £40,000,000. The tremors which 
in the last few months have shaken the foundations on 
which all such credits are based have very clearly 
demonstrated the necessity of accumulating a reserve 
against contingencies. The Department now occupies 
an important position in the country’s export trade and 
it will continue to provide facilities for the exporters 
who depend upon it for assistance on all matters relating 
to foreign credits, but it can only properly do so if it con- 
tnues to conduct its business in a most prudent manner 
which obviously includes accumulation of reserves pro- 
portionate to its commitments. The large number of 
exporters who come to the Department for the insurance 
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of their short-term business need not fear, however, that 
the Department has been accumulating large reserves at 
their expense. 


2. Origins and History 


The Export Credits Guarantee Department began 
operations in 1926. To remove any misconceptions it 
must, however, be added that a previous Department 
with a similar name, “ The Export Credits Department,” 
functioned from 1919 to 1926. This Department began 
by advancing money to British exporters on goods sent 
to certain countries, mainly in Central and South 
Eastern Europe. In 1921 this practice was discontinued 
in favour of a scheme under which the Department 
endorsed bills drawn by exporters, but retained partial 
recourse against the drawers. The business done, how- 
ever, was never very great, and the losses were com- 
paratively heavy. 

In 1925 the Government appointed a Committee, 
under the chairmanship of the late Major J. W. Hills, 
M.P., to examine the extent to which export trade might 
be assisted by insurance against bad debts, and to con- 
sider whether it was necessary for the State to take any 
action to supplement the existing facilities. The Com- 
mittee reported in 1926 that a demand existed for the 
insurance of credits for exports, and that the facilities 
provided by the old Department ought to be extended. 
The Committee’s recommendations were adopted and 
led to the establishment of the Export Credits Guarantee 
Department. 

The problem facing the new Department was to 
create a system of credit guarantees which would be 
satisfactory to traders and also be self-supporting. It 
was evident that the mass of short-term business in 
mainly consumable commodities was different in im- 
portant respects from the trade in machinery or other 
forms of capital equipment sold on longer credit terms. 
Whilst the Department did not entirely refuse to give 
facilities in cases of the latter kind, it concentrated first 
on problems presented by the day to day short-term 
business. Here it was hampered by the tradition of the 
endorsement of bills inherited from its predecessor. 
This necessitated a great deal of correspondence with 
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traders and the treatment of each piece of business indi- 
vidually. The first requirement was systematization, 
which was achieved after the inauguration of the Second 
Guarantee Scheme (1926-1930) by the issue of a 
standard form of contract corresponding in its essentials 
to an insurance policy. The issue of this contract, 
known as “ Contract A,” was a great step forward. The 
old Department, having put its endorsement on a bill, 
could be called upon by the holder of the bill to meet 
its guarantee in case of non-payment for any cause 
whatever. If there was a failure to remit owing to a 
dispute over the quality of the goods, for instance, the 
Department had to pay and then try to recover its 
money from the exporter. ‘Contract A,” on the other 
hand, was a contract between the exporter and the 
Department alone. The Department was able to define 
the terms upon which its guarantee was given and to 
concentrate on certain risks and master them before 
tackling anything new. 

“Contract A” was a decided success: it also pro- 
vided the main foundation for an important develop- 
ment of the Department’s business in a new direction, 
namely, the guaranteeing of credits for Russia. The 
Department was thus able to solve an important national 
problem, since trade with the U.S.S.R. could not have 
been developed without the assistance of the Depart- 
ment or some other institution performing similar func- 
tions. At the same time it gained much valuable 
experience in handling transactions with a foreign Govern- 
ment. Since the period of credit tended to lengthen as 
the business grew, the Department also learned a good 
deal about the field of medium-term credits in general. 

In 1928, a special Committee, consisting of Sir Otto 
Niemeyer, the late Col. the Hon. Sir Sidney Peel and 
Lord Plender, very carefully investigated the position of 
the Department. This Committee reported that, while 
credit insurance was still in its experimental stage, it 
was an experiment well worth making and deserved 
further trial. They recommended that the Department 
should be made a separate Department of the Board 
of Trade instead of being a branch of the Department 
of Overseas Trade, and that it should be placed under 
the control of an Executive Committee of business men 
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whose functions would be analogous to those of a board 
of directors in a commercial company. 

The great expansion in business which resulted from 
the issue of “Contract A” enabled the Department to 
lay the foundations of its present organization, with its 
information and other services, its branch offices, under- 
writers and the various other sections described below. 
“Contract A” had, however, two great disadvantages: 
the Department was still liable to pay on default; and its 
guarantee could be given only for individual transac- 
tions. The provision for payment on default limited the 
business to transactions in which bills of exchange were 
used, and this class of operations alone was not wide 
enough to allow the Department to tackle it on insurance 
lines. The next step, therefore, was to widen the scope 
of the Department’s facilities to include business on open 
account; and this in turn meant covering a different con- 
tingency, the insolvency of the buyer. Once this new 
form of guarantee had been fully worked out, we were 
free to apply it in a new fashion—namely, by the insur- 
ance of an exporter’s whole turnover. For not until 
this was achieved could the Department be said to be 
engaged in the business of credit insurance. So came 
the Comprehensive Guarantee which is to-day the 
foundation of all the Department’s short-term business. 

The issue of the Comprehensive Guarantee was an 
almost revolutionary step, but the response of exporters 
and the steadily increasing volume of business which 
has been done on this basis are sufficient evidence that 
in taking this step the Department was working on the 
right lines. The date of the launching of the Compre- 
hensive Guarantee, 1931, is significant, for when the 
financial blizzard of that year came it found the Depart- 
ment well prepared. As might be expected, we experi- 
enced some losses, but these were not crucial and, what 
is more important, all those who had insured their 
business with us got home safely. 

The history of the Department so far was mainly one 
of separating out the various risks which were involved 
in the guarantee of credits, and retaining only those 
which could be dealt with on insurance principles. So, 
starting from a clean endorsement of a bill, we evolved 
to a policy insuring the exporter against the risk of insol- 
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vency on the part of any of his foreign buyers. One 
most important difference between the guarantee of in- 
solvency and the old endorsement scheme was that the 
Department limited its liability by the exclusion of those 
risks which did not relate to the buyer’s own ability to 
pay. Once the Department's insolvency business was 
well launched on the permanent basis provided by the 
Comprehensive Guarantee, however, we were free to 
study new forms of risks and to provide facilities for the 
further protection of exporters. The next most im- 
portant risk after that of the buyer’s insolvency was 
clearly that caused by the possibility of exchange restric- 
tions, or other action on the part of foreign Governments 
which might prevent or delay the transfer of funds to 
exporters in this country. The importance of this 
additional risk was, of course, tremendously increased 
by the financial crisis of 1931. Having separated out 
this risk from the general credit risk, the Department 
was able to study it as a separate problem and eventu- 
ally, in 1935, to bring out the Transfer Addendum as an 
optional addition to the Comprehensive Guarantee. 
This additional facility became at once extremely 
popular, and has played an important part in the sub- 
sequent expansion of the Department’s business. It is 
evident, however, that it increases very considerably the 
risks run by the Department, and in providing this 
facility at a very small extra charge the Department 
feels that it has made a notable contribution to the 
assistance rendered by the Government to the country’s 
export trade. 

In the case of the Department’s medium-term 
business, there is no clear line which can be traced show- 
ing how facilities have been improved and the various 
problems tackled and solved. This is simply because 
at each moment a variety of problems has come forward 
for solution, problems so bound up with individual 
transactions that they could not be properly discussed 
without describing the particular cases to which they 
applied. Since 1928, when the Department was giving 
guarantees in a few cases of moderate amount, it has 
evolved to the point of being able to arrange in 1936 for 
guarantees of Russian Notes for £10,000,000, and in 1938 
for guarantees of Turkish Notes for the same amount. 
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In the meantime it has given guarantees to Messrs. H. A. 
Brassert & Co. in connection with the building of the 
Karabuk Steel Works in Turkey (some £3,000,000), and 
other guarantees also involving sums of several millions 
of pounds for other important contracts. At the same 
time, of course, numerous guarantees have been 
arranged involving smaller amounts and of very varied 
character. 

The story of the Department’s development is thus 
one of constant adaptation to suit the needs of British 
exporters. The Department will continue, as in the past, 
resolved to provide all reasonable facilities, but only as 
and when it feels properly equipped to do so and on the 
proper basis. That basis is commercial. The pressure 
of international events may make it desirable for H.M. 
Government to go beyond this. Clause 4 of the new 
Export Guarantees Bill is an indication that the Govern- 
ment intends todo so. In that development the Depart- 
ment will be happy to place its technical resources at 
the disposal of the Government, but any guarantees 
given in this connection will be separately accounted for. 
The Department and its Advisory Committee will 
retain its commercial independence and will continue to 
safeguard the taxpayer by conducting its business on a 
self-supporting basis. 


5. The Department’s Organization 


Having traced very briefly the development of the 
Export Credits Guarantee Department through the 
various stages of its history, we may now turn to the 
Department as it is and say something about how it 
works. 

In the first place the Export Credits Guarantee 
Department is a Department of the Board of Trade and 
is not, as is often supposed, a part of the Department of 
Overseas Trade. Its head office is in Clements Lane 
in the City and it has branch offices, at present, in six 
of the large industrial centres of the Kingdom. The 
reason why a Government Department is to be found in 
the City instead of in the more elegant regions of White- 
hall is simply that the Department is a commercial 
business which must be in easy daily contact with 
traders and financial houses, and the Department's 








NS 
me 
en, 


ied 


hus 
tish 
ast, 


the 
sure 
[.M. 
new 
orn- 
art- 
Ss at 
tees 
for. 
will 
le to 
on a 


| the 

the 
y the 
yw it 


antee 
» and 
nt of 
Lane 
n six 

The 
nd in 
Vhite- 
ercial 

with 
nent’s 





EXPORT CREDIT DEPARTMENT 177 





Executive and Advisory Committees are composed of 
bankers and other City men who would naturally find 
it more difficult to give time to the affairs of the Depart- 
ment if each visit entailed a journey to the West End. 

The Executive Committee is responsible for the 
organization and running of the office, examines its 
accounts and attends to general policy. The Advisory 
Committee, on the other hand, is the final authority when 
it comes to the Department’s commercial business. 
The growth in business transacted by the Department 
has necessitated more and more calls upon the time of 
the members of these Committees, busy men of a wide 
range of experience in industry, commerce and 
fnance, who have given unstintingly of their time 
without remuneration, and the Government has on 
many occasions expressed its sense of gratitude for the 
work which they have performed for the benefit of the 
export trade of the country. I should like to take this 
opportunity of paying public tribute to the memory of 
our late Chairman, Colonel the Hon. Sir Sidney Peel, 
who, since the foundation of the scheme in 191g until 
the day of his death last December, never ceased to 
watch over the interests of the Department and to guide 
its endeavours. Only those most intimately associated 
with the work of the Department can know how im- 
portant was his influence and encouragement. Just as it 
is necessary for the Department'’s head office to be in the 
City in order to be near to banks and other business 
houses, so it soon became apparent that we must have 
representatives in the centres of the great export trades 
if we were really to keep in touch with traders. There 
are now branch offices in Manchester, Bradford, 
Birmingham, Glasgow, Belfast and Sheffield, while the 
South of England and the London area are covered by 
officers from headquarters. Some of the branches have 
been established for many years, and their work has 
become well known to the traders in their district. It 
has always been the Department’s aim to look at prob- 
lems from the exporters’ point of view, and anyone who 
has seen something of the work of one of these branch 
offices will bear witness that there is little of the aloof- 
ness which is sometimes attributed to Government 
Departments. 
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When a proposal or an application is received by the 
Department, either at its main office or through one of 
its branches, the first necessity is always for information, 
This is of two main kinds—information on the standing 
of the foreign buyer and data on the general economic 
conditions in the country concerned. Information on 
the standing of buyers all over the world is collected by 
the Status Section. The Department draws its informa- 
tion from various sources. One very important source 
is from banks and financial houses in the City, which 
have without exception given the Department friendly 
assistance in building up its information service. This 
assistance, given without charge, has been and always 
will be of immense value to the Department. We also 
obtain a great deal of most valuable information from 
the reports which traders themselves send in. In addi- 
tion, we have our own records which show our experience 
of dealings with particular firms and countries over many 
years. The Department watches over credits to scores 
of thousands of importers, and is a clearing house of 
information on all of them. Since it may have policies 
with twenty or more different exporters who are selling 
to the same foreign importer, it is naturally in a particu- 
larly good position to tell the extent of that importer’s 
commitments, and so to detect any tendency towards 
over-buying on his part. 

Another source of information is the Berne Union, 
an international association of credit insurance institu- 
tions, which the Department helped to create, and which 
provides a unique and practical mechanism for co- 
operation in the collection of information. Use is also 
made of the services of agencies which specialize in pro- 
viding reports on the status of commercial concerns, and 
finally a further source, available to Government 
Departments alone, is tapped, for there is a constant flow 
of reports from H.M. Commercial, Diplomatic and 
Consular Officers in foreign countries. More important 
still, the Department has built up a unique organization 
for the systematic co-ordination of reports coming from 
all these sources which ensures that all the information 
is kept constantly up to date. A great deal of care and 
attention has been given to the development of this in- 
formation service, which we are told now bears compari- 
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son with any other in this country both in size and 
organization. 


Information of a more general nature on economic 
and political conditions is provided by the Economics 
Section. With the issue of transfer guarantees informa- 
tion of this character has become vitally important. As 
will be readily appreciated, the giving of such guaran- 
tees and the fixing of appropriate premium rates make 
it necessary to keep a constant watch on economic trends 
in every foreign country and in particular on the foreign 
exchange resources and the exchange control regula- 
tions of those countries. This information again is 
drawn both from published material available to all and 
from confidential official reports. 


Given the relevant information, it becomes the duty 
of the Department’s Underwriters to examine the appli- 
cation and to assess the risk which it involves in the light 
of their experience of similar credit risks in the past. 
The final authority for the underwriting of all risks rests 
with the Advisory Committee, but in practice it has been 
necessary for the Committee to delegate authority to 
members of the Department’s underwriting staff to 
accept risks on their behalf within certain limits. The 
application submitted to an Underwriter may be for a 
guarantee policy (either a new one or a renewal of one 
previously issued) or it may merely concern a credit 
limit under an existing policy. Assuming that the appli- 
cation is of the former type and that it meets with the 
approval of the Underwriters, the exporter is informed 
of the conditions on which he will be granted 
a guarantee. If the exporter accepts the Department’s 
offer the Contracts Section embodies the conditions in a 
policy. 

During the currency of the policy, contact has 
to be maintained with the exporter. There will 
be declarations of shipments coming in and re- 
quests for credit limits on new names, and possibly 
requests for transfer cover on particular countries. 
All these matters will be dealt with in the appro- 
priate sections of the Department. There we should 
like the story to end: the policy runs through 
smoothly to its appointed end and a renewal is nego- 
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tiated to replace it; the trader’s accounts are punctually 
settled and everybody is happy. Unfortunately, hoy. 
ever, there may be need to bring into play another part 
of the Department’s machinery—the Claims Section, 
As its name implies, this section is responsible for the 
examination of claims received from policy-holders and 
the passing for payment of those which are justified, 
The section also maintains close contact with an 
exporter in any action which he may have to take to 
establish his claim against the estate of an insolvent 
buyer. Once this has been done, the beneficiary of the 
policy, either the exporter or his nominee, will be paid 
the guaranteed portion of the debt. In dealing with 
claims we have always tried to be more than just to 
exporters: we regard ourselves as in some sense in part- 
nership with them, and they have often expressed their 
appreciation of our having taken a broad and liberal 
view when considering their claims. 

The organization described above comes into play 
when ordinary short-term commercial business is in 
question. Medium-term transactions or credit agree- 
ments with a foreign Government cannot usually be 
dealt with on such simple lines, though in some of the 
smaller applications for medium-term credits the 
procedure is much the same. In the case of large agree- 
ments covering several millions of pounds, there is every 
probability that negotiations will be protracted, as many 
interests may be involved. The contract or agreement 
which crowns them usually requires infinite care in 
drafting, and the whole process calls for all the patience 
and diplomacy which are traditionally associated with 
large financial transactions. All this work is done ina 
special section of the office, which is also responsible for 
all business where the buyer is a Government Depart- 
ment or similar public body, irrespective of the length 
of the credit involved. For it will be understood that 
since the Department’s short-term guarantees become 
operative only on the insolvency of the purchaser, a 
special form of guarantee is necessary when the pur- 
chaser of the goods is an entity against which the 
ordinary remedies of a creditor cannot be brought to 
bear. In such cases, default is the contingency covered 
by the guarantee. 
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4. The Department’s Facilities 


Having seen from this short outline the general way 
in which the work of the Department has been developed 
and adapted in. the light of experience, and how its 
mechanism now functions, the reader will wish to know 
more about the actual facilities which the Department 
can offer exporters. 


The Comprehensive Guarantee 


As has already been said, a large part of the Depart- 
ment’s business has to do with the export of British 
goods on short-term credit (say, up to six months). By 
far the greatest part of this short-term credit insurance 
business is done under the Comprehensive Guarantee 
policy, under which the whole of a trader’s export busi- 
ness is covered for a period of a year. This 
policy has been designed to enable the exporter 
to carry on his business with the minimum of 
interference and extra work, and on the same terms 
as he usually employs. It covers shipments equally 
whether they be on open credit or against bills 
of exchange, which is of great value both to traders and 
to bankers, since amounts due from foreign buyers on 
open credit are merely “book debts” and as such of 
little use to a banker as security against an advance. 
When these debts are covered by an insolvency policy 
(which entails, of itself, no recourse to the exporter) and 
hypothecated to the banker, they assume a different 
aspect. 

The procedure for obtaining a Comprehensive 
Guarantee is not complicated. A proposal form gives 
particulars of the information required by the Depart- 
ment so that its underwriting staff may assess the risk 
attaching to the business offered. After considera- 
tion of the information submitted, the Department’s 
underwriters will quote the terms upon which they 
are willing to give a Comprehensive Guarantee 
for the particular case. Normally the applicant has 
the choice between two types of policy—(a) one under 
which the Department will pay to the exporter 75 per 
cent. of all the losses covered by the policy up to an 
agreed maximum or (b) a policy with a lower premium 
tate under which the exporter bears a first loss calcu- 
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lated with reference to his past experience and fixed in 
the policy, the Department then being responsible for 75 
per cent. of all the losses covered over and above the 
first loss—again up to an agreed maximum. The policy 
with the first loss clause is thus primarily a protection 
against abnormal or catastrophic losses. Though some 
exporters find that this type of policy suits their require- 
ments best, most exporters apparently prefer to pay a 
somewhat higher premium and receive the fuller protec- 
tion afforded by a policy without the first loss clause. 
Owing to the wide spreading of risks which a Compre- 
hensive Guarantee affords, the Department is able to 
offer low premium rates on this type of business—a fact 
which naturally has enhanced its popularity among 
traders. 

It is part of the general policy of the Department that 
wherever possible the exporter should himself carry 
some proportion of the risk. The main purpose of this 
is to compel the exporter to exercise due care in the 
selection of his clients and to maintain interest in the 
transaction until its conclusion. In the case of the 
Comprehensive Guarantee, the Department normally 
takes 75 per cent. of the risk, subject to a maximum 
liability for the whole policy. 


Credit Limits 

When the policy has been issued the exporter 
submits the names of the buyers to whom he wishes to 
extend credit and applies for a limit on each. The 
Department’s underwriters examine these applications 
in the light of the information they have on each buyer 
and pass, reject or modify the limits asked for. The 
credit limits agreed in this way always refer to the 
amount which the exporter may have outstanding at 
any one time on the buyer concerned : that is to say, the 
limits are “revolving.” Naturally, the exporter may 
apply for credit limits at any time during the currency 
of the policy. In order that urgent orders for reason- 
able amounts may be booked without delay, the policy 
usually provides that the exporter may extend credits 
up to a certain figure without the Department’s previous 
approval, provided that he exercises due care. 
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Insolvency 

Under the policy the Department is liable to pay 
when a buyer has been declared insolvent and the 
exporter’s claim against the estate has been admitted by 
those responsible for the administration of the affairs of 
the insolvent buyer. Since the value of a credit insur- 
ance policy very largely depends on the way in which 


the insolvency is defined, it may be useful to quote in 
full the definition given in clause 6 of the policy :— 


“For the purpose of this policy a buyer shall be 
deemed to be insolvent when:—(a) he is 
declared bankrupt; or (b) he has made a valid 
assignment, composition or other arrange- 
ment for the benefit of his creditors; or 
(c) a receiver has been appointed to manage his 
estate; or of an incorporated body—(d) an 
order has been made for compulsory winding- 
up; or (e) an effective resolution has been 
passed for voluntary winding-up provided that 
such resolution is not merely for the purpose 
of reconstruction; or (f) an arrangement bind- 
ing on all creditors has been sanctioned by the 
Court; or (g) such conditions exist as are 
equivalent in effect to any of the foregoing 
conditions.” 


This definition is supplemented by clause 7 of the 
policy, which provides that the Department may 
approve the arrangement of a friendly composition be- 
tween the exporter and his debtor and assume liability 
in respect of the unpaid portion of the debt. Coupled 
with its equitable method of handling claims, these two 
clauses explain some of the reasons for the Department’s 
success in this branch of its business. 

When the Department pays an exporter’s claim 
under the policy it usually takes over the exporter’s full 


‘tights in the debt and takes what action it can to make 


recoveries. Whatever money is subsequently recovered 
from the insolvent estate will be divided between the 
Department and the exporter according to the risk 
assumed by each (i.e. normally 75 : 25). The Depart- 
ment, with its wide experience of collecting debts abroad 
and its extensive information, is naturally likely to be 
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in a more favourable position to effect recoveries than 
is the individual exporter. 

In the interests of the exporter it is desirable that the 
guarantees he relies upon shall not be interrupted or 
superseded automatically when the period of shipments 
fixed by the policy comes to an end. To avoid any 
break the Department undertakes that all guaranteed 
amounts outstanding at the expiry of that period shall 
be automatically included under the renewal policy for 
a second period, and so on, without extra charge. In 
the event of the non-renewal of the policy, outstanding 
amounts remain covered for a further year subject only 
to the payment of a moderate premium should any be- 
come overdue. 


The Transfer Guarantee 

The risk that a buyer may become insolvent before 
he has discharged his debt has always existed. Since 
the War exporters have been faced by another and more 
menacing risk—that exchange restrictions or other 
government action may prevent the transfer of funds 
although the importer is able and willing to pay, and 
may, in fact, have done so in his local currency. The 
risks of loss which confront the exporter as a result of 
these exchange difficulties need no emphasis here. It 
is clear that the Export Credits Guarantee Department 
cannot alter the conditions which give rise to these risks, 
but it is prepared to give exporters cover against part of 
the risks involved. This protection is offered in the 
Transfer Addendum under which the Department nor- 
mally guarantees on certain conditions to pay 75 per 
cent. of sterling debts which remain unpaid six months 
after due date. 

The Department’s transfer guarantee is referred to 
as an Addendum as it is issued as a supplement to the 
Comprehensive Guarantee. It applies to the transfer of 
moneys paid by solvent debtors, and must not be looked 
upon as a cover against exchange fluctuations. If the 
buyer becomes insolvent, a claim may be lodged under 
the Comprehensive Guarantee; but if the debt remains 
unpaid purely because of exchange restrictions, then the 
Transfer Guarantee becomes operative. 

An exporter who holds a Comprehensive Guarantee 
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can apply for a Transfer Addendum in respect of his 
shipments to any country in which he feels the need of 
extra protection. _ 

Owing to the speed with which the exchange position 
of countries may alter, the Addendum cannot be issued 
to cover shipments during a whole year, as is the Com- 
prehensive Guarantee. Each Addendum applies to 
goods shipped within three months of its issue. It can 
then be renewed, provided that conditions in the country 
concerned warrant the issue of cover for a further 
period. Sometimes, however, conditions arise which 
make it imperative that we should refuse to add to our 
liabilities on a given country. In these circumstances, 
those who regularly take out transfer cover for the 
country concerned may expect to have preference in the 
allocation of the cover available. In the international 
crisis of September last year, for example, we continued 
to give our regular customers transfer cover at the old 
rates, as we were naturally not prepared to do at that 
time for new applicants for cover on the countries most 
affected. 

When an Addendum is submitted for renewal, the 
Department may alter the premium rate or other condi- 
tions. The premiums charged are fixed according to 
the economic position in the country concerned. The 
Department’s staff of economists constantly watch con- 
ditions in every country and, as soon as a change is 
noted, its importance is considered and, if necessary, 
the premium rate is revised. 

Such is the general nature of the Transfer Addendum. 
The document itself is simple. The conditions laid 
down in it are directed mainly to ensuring that the 
exporter has taken ordinary precautions; that he and 
the buyer have complied both with the Customs and 
Exchange Regulations for the import of the goods in 
question into the buyer’s country; and that the importer 
= — all he possibly can to provide sterling at the 

ue date. 


Medium-term Guarantees 

In recent years the Department has played a part in 
the development of a new technique in the financing of 
the export of capital goods from this country—usually 
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known as medium-term credits. The demand for this 
type of credit, which may extend for any period up to, 
say, ten years, has increased tremendously. The main 
cause of this is undoubtedly the practical disappearance 
of foreign lending for development purposes. The great 
part which Great Britain played in the nineteenth cen- 
tury in the export of heavy machinery and the construc- 
tion of railways and other works all over the world was 
largely due to the readiness of the City to finance these 
developments by the issue of long-term loans. Now that 
this stream of lending has, for the time being at least, 
practically dried up, some kind of a substitute has to be 
found if this country is to maintain its export trade in 
capital equipment. 

A further reason for the popularity of the medium- 
term credit may be found in the change in character of 
much of the capital equipment now most in demand. 
The roth century was the great period of coal and the 
closely related development of railways and heavy 
industries based upon the use of steam. But oil, gas 
and electricity have created a demand for lighter 
machinery which not only wears out more rapidly, but 
tends to become out of date more rapidly than the 
heavier machinery of former days, and must, therefore, 
be paid for sooner. 

No one would argue that the medium-term credit is 
a perfect substitute for the long-term international loan, 
but it has certain advantages which make it particularly 
useful in the world of economic nationalism in which we 
live at present. In the first place, the credit is mainly 
a goods credit; capital equipment is sold “ on the instal- 
ment plan.” Though it is usual for any local works 
which arise out of the contract to be financed in the 
buyer’s country, such local finance is sometimes not 
available, so that it may occasionally be necessary to 
lend certain sums in cash. Generally speaking, how- 
ever, very little cash leaves the country on this account, 
and there should, therefore, be little or no direct strain 
on the sterling exchange. It should be added that there 
may be some indirect strain since the goods exported 
may contain foreign raw materials, but this factor, of 
course, does not apply only to exports on medium-term 
credit. In the second place, the goods credit is in- 
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herently a safer risk than the long-term loan. The 
equipment received is tangible evidence of benefits 
received and debts properly due, and the period of re- 
payment, being shorter, allows less time for the economic 
position of the debtor to deteriorate or for his determina- 
tion to pay to weaken. And, of course, one credit 
properly repaid may be the precursor of others—a factor 
which increases in importance the more rapidly the 
business turns over. 

There is a large world demand for goods on medium- 
term credit, and British exporters can usually obtain a 
good share of these orders provided that they can give 
the necessary credit. Few British manufacturers are in 
a position by themselves to finance large contracts for 
five years or more, and their bankers are often unwilling 
to lock up funds in foreign promises to pay. The main 
function of the Department in this field is to provide the 
exporter with first-class security which will make it com- 
paratively easy for him to get finance from his bank. 

In certain cases the Department has been able to go 
farther than this and provide cash in London to be paid 
to the manufacturer on the delivery of his goods. Under 
our £10,000,000 Russian Guarantee Agreement, for in- 
stance, as soon as any of the goods ordered are ready 
for shipment we endorse Russian Government five-year 
notes and sell them on the market. The notes carry 
interest at 53 per cent., and since they have a British 
Government Guarantee, they can be sold at a premium. 
The face value of the notes is used to pay the British 
exporters, while anything received over and above this 
accrues to the Department as a fee for its guarantee. 
It has, however, only been possible to employ this 
special procedure in a few cases where a comprehensive 
agreement has been made between the Department and 
the purchasing Government to finance a series of orders 
in this country. 

The medium-term business undertaken by the 
Department is extremely varied both in the size of the 
contracts and their nature. If the Department could 
put its stamp on all the capital goods which have been 
sold with its help its device would be seen in almost 
every country—on motor buses in Egypt and Uganda, 
on trucks in Central Asia and cars in Palestine, on 
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machine tools all over the world, as well as on printing 
plants, telephone equipment and textile machinery, etc, 
etc. 

In tackling the novel problems which arise in its 
medium-term business, the Department has had to pro- 
ceed cautiously and give careful examination to all 
aspects of each case; the general economic position for 
security both as regards payment in local currency and 
transfer into sterling; the period of the credit, and a host 
of other things, and many of the guarantees given have 
required many months of work. Each individual tran- 
saction brings its own problem, often demanding solu- 
tions along entirely new lines, which makes it difficult 
to say much in general terms about this side of our 
business. 

As an illustration of the problems we have tackled 
and the new methods we have had to adopt to solve 
them, reference may be made to the guarantees which 
we have arranged for exporis of capital equipment to 
Turkey. The first of these was for the Karabuk Steel 
Works. Since Turkey is at present very short of foreign 
exchange, it was necessary to devise some special means 
of providing sterling before a guarantee could be con- 
sidered. We did a great deal of hard thinking and sent 
a special mission to Turkey, and the result was the 
Anglo-Turkish Comptoir—a special company set up to 
sell certain Turkish products for free exchange and 
apply the proceeds to paying off the credit. When this 
machinery had been working for some time and we had 
learnt more about Turkish products which might be sold 
in this way, we weve able to extend the mechanism of 
the Comptoir sufficiently to justify the conclusion of the 
Anglo-Turkish Guarantee Agreement of May, 1938. 


5. Some General Observations 

There are many other aspects of the Department's 
development or present activities which might be dis- 
cussed and about which questions are often asked. 

It will be apparent from what has been said already 
that we have broken new ground. We have developed 
new forms of financial technique and have built up from 
small beginnings a large volume of business. In the 
process we have created a paradox—a Government 
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Department which is at the same time a self-supporting 
commercial institution. It is not to be wondered at then 
if questions are asked about the precise réle which the 
Department plays in the country’s commercial 
machinery or its probable future development. These 
questions are too many and too far-reaching to be 
properly discussed here. The remaining space might, 
however, be usefully employed in clearing up one or two 
misconceptions. 

Perhaps the most important misconception is the old 
one that we advance money and are, therefore, doing 
work which the banks ought to do. It is not necessary 
to emphasize in these pages that guarantees and loans 
are quite different things; or that when a guarantee has 
been given it is still necessary to provide funds to finance 
the transaction in question. There are indeed signs that 
banks and financial houses are now realizing that there 
is a wide field for co-operation with us. The details 
of an exporter’s relationship with his bank do 
not concern us directly, but we know of many 
instances when an exporter who would otherwise have 
been unable to obtain financial accommodation has 
done so with the help of our guarantee. Some exporters 
also make a practice of hypothecating all their policies 
to their bankers, which presumably they would not do 
unless it was worth their while. Our medium term 
business offers great scope for collaboration with 
private interests. Not only will the exporter require to 
raise money against our guarantee, but, since we only 
cover part of the risk, there may be a portion of the 
transaction on which a private institution can take 
full responsibility. We have collaborated in this 
way with banks and we should welcome further 
opportunities of doing so. We have always been most 
careful not to injure the interests of banks or others who 
may have a special position in any part of the world in 
which we are concerned. In the case of Turkey, for 
instance, we have co-operated with the Ottoman Bank 
inamanner satisfactory to both parties. 

Complaints are occasionally made that the Depart- 
ment is doing business which private institutions are 
willing and better equipped to conduct but are preven- 
ted from doing so because of some sort of monopoly 
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power exercised by the Department. So far as it js 
intelligible at all, this complaint really amounts to 
saying that the Department should cover only eXCep- 
tional risks and should leave the rest to others. This 
theory was examined and decisively rejected by the 
Hills Committee in 1926, and on many occasions 
since, for reasons which the history of the Govern. 
ment’s activities in the field of export credits 
before 1926 makes abundantly clear. If there are 
private interests which can handle our business or part 
of it, there is nothing to prevent them doing so, for, 
although our turnover has grown, it certainly cannot be 
called a monopoly. 

Occasionally I am asked to give the reasons for the 
Department’s success. Much as I should like to be able 
to give a clear answer to this flattering question, no 
single reply is possible. Our business has developed 
well for a variety of reasons. Undoubtedly the demand 
for our services has been increased by the decline in the 
facilities offered by Acceptance Houses and Merchant 
Banks, by the decrease in the use of bills for the finance 
of trade and the disappearance of the international loan; 
but is also probably true that our facilities fill a need 
that was widely felt even before the War, though not 
perhaps precisely formulated. The exporters who 
could arrange confirmed credits in London, or who 
could rely on the protection of the Acceptance Houses, 
were, after all, comparatively few. We have been 
helped by the co-operation of banks, Chambers of 
Commerce and a great many other institutions and 
individuals. More important than all, however, has 
been our adherence to the principle of commercial 
trading and our refusal to use our facilities as an indirect 
subsidy to exporters. This has been supplemented by 
another factor; we have always looked at questions 
from the exporters’ viewpoint. Our business has 
become more systematized as we have learnt more about 
it, we have standard forms and policies, but we have 
never tried to do everything by rule of thumb methods. 
We have first found out what exporters need and then 
tried to satisfy their need. 
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Export Guarantees Abroad 
By W. W. Syrett 


HE preceding article deals with the Export Credit 
T facilities available for United Kingdom mer- 

chants and manufacturers. The purpose of this 
essay is to examine the outstanding features of the 
forms of insurance against confidence risks in force in 
foreign countries, distinguishing, for this purpose, be- 
tween ‘ Credit” and “ Transfer ” risks. 

In actual detail, the forms of cover available vary 
greatly between the various States which have taken 
steps to provide their exporters with government 
guarantees and policies, or to encourage the under- 
writing of the risks by quasi-private enterprise. This is 
not surprising in view of the divergence of economic 
structures and the varying practices necessitated by 
local legal and commercial codes. A most important 
distinction immediately presents itself when the methods 
adopted by different countries are contrasted. The 
essential feature of the British system is that the State 
guarantee is given direct to exporters by a government 
department. This involves a different procedure from 
that adopted in Germany, where the basis is a contract 
between the exporter and a company which has open 
to it certain avenues for what is virtually State re- 
insurance. With so great a basic divergence in method 
as I have broadly distinguished, it naturally follows that 
the actual forms of cover issued to individual applicants 
vary considerably. 

Many other countries besides Great Britain and 
Germany (of which Belgium, Czechoslovakia, Denmark, 
Finland, France, Holland, Italy, Japan, Norway, Poland 
and Sweden are the most important) provide State 
Guarantees. In general, the systems of Czechoslovakia 
and Holland may be said to conform to the German 
type, the Government only assuming indirect responsi- 
bility. Classified on the grounds of direct or indirect 
state responsibility, the others belong mainly to the 
British type. 

The German scheme provides various forms of 
cover offered by the specialized insurance company 
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known as “Hermes.” The alternatives vary from 
“Individual Invoice” through “ Revolving Credit” to 
“Blanket Insurance” for exports on short-term credit 
and conform to the needs of exporters according to the 
technique by which they handle their turnover. In con- 
nection with capital goods, involving longer credit-terms, 
specialized policies are issued as in our own system. 

Where the buyer is an approved foreign govern- 
ment, public utility board or municipal undertaking, the 
normal limit of 40 per cent. retained by the German 
seller may be reduced to as little as 30 per cent. 

If a German exporter wishes to cover more than the 
credit risk in any of the above forms, he must take out 
a Conversion and Transfer Policy in addition. In con- 
trast with British practice, it is possible to propose this 
political risk even if the relative credit hazard is run by 
the exporter himself, but the insurers reserve the right 
to refuse to write it in the case of certain countries not 
publicly named. The maximum cover granted varies 
with the terms of the relative commercial credit, from 
95 per cent. in cash sales to something under 90 per cent. 
when three months, or more, is granted to the buyer; 
and the longer the credit the higher the premium. 

The gross premiums earned in recent years by the 
German company show considerable variations when 
succeeding years are contrasted. The maximum was 
reached in 1930 when the gross figure rose to Rm. 
16,750,000; the lowest figure of the past few years was 
recorded in 1933 at Rm. 5,125,000, but subsequently an 
improvement took place to a little over Rm. 6,750,000 
in 1937. From the 1937 gross total an amount of roughly 
Rm. 5,500,000 was handed over to the State in cover of 
re-insurance premiums. The total capital sum insured 
is not, as far as I can find, published anywhere; but tt 
is possible to form a rough estimate in order to compare 
it with the parallel statistics for other States. Assuming 
an average premium of 14 per cent. per three months, 
the total value of transactions guaranteed in 1937 is in 
the neighbourhood of Rm. 450 millions (approx.). 

The margin of possible error in this calculation 1s 
certainly not less than 1o per cent., but it is evident that 
the equivalent in sterling must be of the order of 
£35,000,000. However, Hermes insures risks in 
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domestic trade, and the proportion of their total turn- 
over which was concerned with exports in 1937 is given 
as 23 per cent. The total of export guaranteed insurance 
can therefore be very roughly estimated at £9,000,000. 
This compares: with a total of over £40,000,000 in 
ouarantees and policies issued by our own Export 
Guarantee Department in the year ended March 31, 
1938. In addition, there are, of course, no private 
insurers competing for credit business in Germany, so 
that a strict comparison would entail adding the total of 
credit risks covered by the Trade Indemnity Company 
of London to those covered by the Export Credit Depart- 
ment. It may be noted that the Hermes Company is 
interested indirectly in the credit insurance schemes of 
Czechoslovakia and other Central European States. 

In Italy, the National Insurance Institute makes con- 
tact with individual manufacturers and merchants con- 
cerned in oversea trade, but the State participates in the 
Institute and itself undertakes the political hazard. 
Clearings add a complication, but a welcome recent in- 
novation is the provision of exchange-risk cover at a 
nominal premium: this is particularly useful in con- 
nection with Italian imports paid for through the Anglo- 
Italian Clearing, owing to the delay which is at present 
common between the lodgment by the debtor and 
eventual release of sterling to the creditor. 

The premiums charged by the National Insurance 
Institute vary from 1 to 4 per cent. per annum of the 
sums covered by their guarantees, with an average in 
the neighbourhood of 2 per cent. The maximum cover 
available is 65 per cent. of the risk, the balance being 
retained by the exporter. More information is available 
regarding the results obtained than the forms of policies 
offered. The Institute is said to have made good profits, 
which have been allocated to reserve, out of an annual 
turnover exceeding £10 millions, principally in con- 
nection with exports to Italy’s nearer neighbours in 
South-Eastern Europe. 

In France, as in other democratic countries, the idea 
of State guarantees was mooted and discussed with 
greater freedom and publicity than in Germany or 
Italy: not only so, but a longer delay occurred before 
speciic schemes crystallized to the stage at which they 
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could be tried out. The earlier French guarantees were 
restricted to export contracts in which the buyers were 
foreign governments or institutions abroad which 
worked on the basis of a government guarantee, in 
countries which had signed trade treaties with France. 
Insurance cover was available for up to 60 per cent. of 
the amounts involved in approved cases, but up to one 
half of the balance could be covered commercially, 
More recently, the scheme of 1936 extended the possi- 
bility of a limited form of insurance to exporters in con- 
tact with private buyers abroad, as distinct from govern- 
ments. Further, the past few months have seen an 
increase in the proportion covered by the State: this is 
now as high as 80 per cent.—the exporter cannot insure 
elsewhere in respect of his retained portion of the credit 
risk, but he may do so in the case of the political one. 

Since the early advocates of the State guarantee were 
principally connected with the heavy industries, it is not 
surprising to find that this type of export business has 
availed itself to a larger extent than other types of the 
facilities offered. The total guarantees accorded in 1937 
amounted to Fcs. 6,700 millions for foreign government 
orders and Fcs. 23 millions for private buyers, rising to 
Fcs. 8,000 millions and Fcs. 110 millions respectively in 
1938. There is reason to expect a further expansion in 
the current year, particularly in the private-buyer class 
of insurance. A vigorous campaign in favour of the 
government’s schemes is at present being conducted, 
with the particular intention of bringing home to ex- | 
porters the value of the facilities available for foreign | 
non-government orders. Steps are being taken to 
improve the detailed working of the schemes, amongst 
which the provision of diversified forms of guarantee 
may assume some prominence. 

Schemes in some other countries deserve mention. 
In Japan the State guarantee can be obtained to cover 
up to about 70 per cent. of the credit risk. In addition, 
there are municipal schemes in the large exporting 
centres of Yokohama, Osaka, etc., and the exporter 1s 
often able to insure locally half, or even more, of his 
retained portion. 

Similarly, the Swiss operate a State scheme through 
a Commission, but exporters are able to get local cover 
for the portion of the hazard not undertaken by the 
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State. In this case the minority imsurers are the 
Cantons. ; : : 

A number of U.S.A. insurance companies operating 
credit-insurance restrict their operations to domestic 
business, though ’sales to Canada are considered to come 
within their field: in the last two or three years there 
has been a tendency to extend the scope of their transac- 
tions to cover sales to the U.K. This tendency, and the 
application of the American factoring system to British 
business, may offer some competition to our own Export 
Credits Guarantee Department in respect of trade to 
North America. 

The establishment of the official American Import- 
Export banks in 1934 provoked little comment at the 
time: but it has been recently announced from Washing- 
ton that a large credit had been arranged for China 
through this agency. It would seem that the U.S.A., 
like the European democracies, is now alive to the neces- 
sity for countering totalitarian methods in export trade 
by positive action involving the encouragement of trans- 
actions which would not appeal to exporters without 
official assumption of the major risk-element. 

Apart from the individual organizations offering 
credit guarantees in various countries, two international 
organizations have been brought into existence to 
facilitate free exchange of information. Membership of 
the International Credit Insurance Association is open 
to commercial insurers. Some insurers of this type 
have arranged re-insurance between themselves, but not 
tosuch an extent as to constitute a regular market in the 
risks, and no association exists with the object of pro- 
moting re-insurance. 

The other association is the “ Berne Bureau ” (Union 
dAssureurs pour le Contrdle des Crédits Interna- 
tionaux). This union, which was formed by the 
Export Credits Guarantee Department, in conjunction 
with the Credit Insurance Companies of France, Italy 
and Spain, exists primarily to collect information for the 
use of its members, for which purpose it sends repre- 
sentatives to numerous countries in Europe, Asia, 
Africa, and America. It also devotes much time to the 
study of the technical problems of credit insurance. 
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The British Bank Balance Sheets 


HE two main influences on the position of the 
banks in 1938 were, as we pointed out last month, 
on the one hand the recession in trade and on the 

other hand the extensive withdrawals of foreign capital 
from London. In the picture presented by the balance. 
sheet changes over the year, it is the latter factor which 
accounts forthe chiefmovementsinthefigures. Although 
advances reached a peak in March and have since been 
declining steadily, the contraction from year-end to year- 
end is only a trifling one. Under normal conditions, of 
course, any decline in advances would be compensated 
by an addition to investments, the second most import- 
ant earning asset. Unfortunately, the unsettling effect 
of the September, 1938, crisis and the general obscurity 
of the outlook has set up a strong tendency towards 
greater liquidity on the part of the banks, as of other 
institutions, which has precluded them from following 
the conventional policy in this respect. Instead of 
increasing their investment holdings to offset the defla- 
tionary effect on deposits of the decline in advances, the 
banks have, in fact, reduced investments on balance by 
more than twice as much as advances have fallen. 
Even this simultaneous fall in the chief earning 
assets, however, explains only a small part of the contrac- 
tion in deposits. For whereas the combined deposits of 
the Big Five have declined by £80.3 millions, advances 
are down only £5.1 millions and investments by 
£12.6 millions. The more important reason for the 
shrinkage in deposits after five years of expansion is, of 
course, the withdrawal of foreign balances. This has its 
main counterpart in a reduction in money market assets, 
since the direct consequence of an outflow of gold is to 
cause a redemption of Treasury bills by the Exchange 
Account out of the proceeds of its sales of gold and 
exchange. Hence it is not surprising to find that bills 
discounted, again taking the combined figures of the five 
large banks, have been reduced by £46.2 millions and 
call money by £6.1 millions. Even as between the 
members of the Big Five the experience of individual 
banks varies considerably, largely according to the 
amount of foreign money deposited with them. Some 
of the other clearing banks, which unlike the large 
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London institutions have never held foreign deposits on 
any scale, have been affected little or not at all by the 
effux of Continental balances, and their figures 
naturally show very different trends from those outlined 
above. The experience of individual banks will, how- 
ever, be brought out clearly by the tables which follow. 
The first of these summarizes the chief items on the 
liabilities side of the bank balance sheets : 


ENGLISH BANKING LIABILITIES 



































| Capital and D ‘ts. et Acceptances 
Reserves es etc. 

1937 | 1938 | 1937 | 1938 | 1937 | 1938 

{mn | {mn | {mn | {mn | {mn | {mn 

Barclays 26°6 | 26-6 | 434-6 | 433-1 | 8:5 | 14°9 
Lloyds . . 25°3 | 25°3 | 410-1 | 307°7 | 28-5 | 40°5 
Midland .. | 27°6 | 27°6 | 496-3 | 462°7 | 20-7 | 17°2 
National Provincial .. | 18-0 | 18-0 | 320°5 | 310°4 | 9°5| 8:0 
Westminster .. | 18-6 | 18-6 | 368-9 | 346-2 | 20°9 | 24:2 
Coutts .. | 2°@| 2°@| 234 | 2r-e 0°71 06 
Glyn, Mills r-g*| Ig" 37°4] 35°8| 3°2] 3°2 
Martins 7°71 7°7 | 96:2 | 100:7| 9:8] 8-2 
District 6-0] 6-0 | 8r-r |] 83°5} 9:3] 9g:0 
The National .. 2:6 | 2:6} 37-1 | 36:2] 0-2] I-o 
Williams Deacon’s | 2°7 | 2:8 | 38-6 | 38°3} I°5 |] 2:0 











* Includes reduction of bank premises account. 


It will be seen that capital and reserves are in most 
cases unchanged, while the movements in the accept- 
ances item (which usually includes forward exchange 
contracts and other liabilities entered into by and for 
customers) are irregular. In his speech to the share- 
holders of Barclays Bank, Mr. Edwin Fisher explained 
that the sudden jump from £8.5 millions to £14.9 millions 
in this item was due in the case of his bank not to any 
imcrease in business but to the inclusion of various 
labilities entered into on behalf of customers and not 
previouslyshown. On the other hand, Lord Wardington 
mentioned that the equally spectacular increase from 
£28.5 millions to £40.5 millions in the case of Lloyds 
— was due to an actual increase in foreign exchange 
usiness. 
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Three of the banks included in the table actually 
show an increase in deposits on the year: the National 
Bank, whose main sphere of operations is in Ireland: 
and the two north-country institutions, Martins Bank 
and the District, which were, incidentally, the only two 
banks to increase their total distributions for the year, 
Martins Bank in particular is to be congratulated on 
the rise in its deposits above £100,000,000 for the first 
time in the history of the bank. While all the Big Five 
show some contraction in deposits, the extent of the fal] 
varies considerably from one bank to another. The 
smallest decline is that of £1.5 millions shown by 
Barclays and the largest that of £33.6 millions in the 
case of the Midland Bank, which bank, however 
achieved the largest increase in deposits in the previous 
year. The fall of £22.7 millions in the deposits of the 
Westminster Bank is proportionately almost as large as 
that shown by the Midland (6.1 per cent., against 6.8 per 
cent.) but Mr. Beckett explained that the December 31 
showing was largely fortuitous. 

As we have already seen, however, the main coun- 
terpart of the largest declines in deposits is to be found 
not in the chief earning assets, advances and investments, 
but in bills and call money, as will be apparent from 
the tables which follow: 

ENGLISH BANKERS’ CASH AND CALL MONEY 
| Cash in hand Money at call 


and at Bank Cheques ana and short 
: balances 
of England notice 









































1937 | 1938 | 1937 | 1938 | 1937 | 1938 

{mn. fmn. { {mn. | {mn. | f{mn. | {mn 
Barclays .. = 54°8 | 53:2 15°9| 1I4°9] 27°1 | 26:2 
Lloyds .. .. | 43°8 | 40°4 | 20:1 | 19°8 | 24:5] 30°6 
Midland .. . 54°0| 53°7] 18:7 | 17°8 | 25°4| 2571 
National Provinciz ul 32°4 | 34°3 | 12°5| 10-7] 2178} 18-0 
Westminster .. | 38°6| 37:1] 13:9] 12:8] 27-9] 20°8 
Coutts... oo | 24 2°2 0:8 0-9 2°2| 2:0 
Glyn, Mills .. | 6:0 5°5 2°9 2°2 9°3| 86 
Martins .. o Io‘2 | I1I‘r 4°4 4°3 7°3| OF 
District .. - 8-7 8-4 3°0 3°2 8-3} 86 
The National .. 4°8 4°7 * * 3°4| aI 
Williams Deacon’s 4°0 4°4 2°5 2°7 6-0} 5:9 











* Not shown separately. 
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Though the cash ratios of nearly all banks, thanks to 
the contraction in deposits, were higher at the end of 
1938 than a year earlier, with only two exceptions 
(Martins and National Provincial) all showed a reduc- 
tion in the actual cash holding. As would be expected 
in view of the reduction in the volume of clearings due 
to the check to trade and financial activity, items in 
course of collection outstanding at the end of the year 
were mostly somewhat lower than in 1937, the excep- 
tions in this case being Coutts and the District. 


The outstanding feature in the figures of call 
money is the sharp increase from £24.5 millions to 
£30.6 millions shown by Lloyds, so strongly in contrast 
with the reduction in this item undertaken by all the 
other banks with the exception of the District. Lloyds 
is the only one of the Big Five in which the counterpart 
to the fall in deposits is provided by a reduction in 
investments and advances, instead of in money market 
assets. It was thus clear that the reason was unlikely 
to be a loss of foreign deposits, and Lord Wardington 
explained at the meeting that it was due largely to an 
accounting change, the omission of certain items for- 
merly shown on both sides of the balance sheet. The 
largest contractions in discounts are shown, as one would 
expect, by the banks which have experienced the great- 
est contraction in deposits. The fall in the Midland 
Bank’s portfolio from £83.2 millions to £48.5 millions is 
particularly drastic. One of the Big Five, Barclays 
Bank, actually managed to secure an increase in its bills 
despite the severe decline during the year in the tender 
Treasury bill issue, and small increases in the bill hold- 
ing are shown also by Glyn Mills, Martins and the 
National Bank. 


Investments and advances show very irregular 
movements as between individual banks. Despite the 
general contraction in these items, the Midland Bank, 
the Westminster, Martins and Williams Deacon’s all show 
some increase in investments, while Barclays, the 
Midland, Glyn Mills, Martins, the District and the 
National have all expanded their advances slightly. 
The largest decrease in advances is that of £6.5 millions 
in the case of Lloyds, but this again was partly due to 
the change in accounting methods. 











200 THE BANKER 
ENGLISH BANKS’ CHIEF EARNING ASSETS 


| | 
, 
Discounts | Investments | Advances 
| 
| 








1937 | 1938 | 1937 | 1938 | 1937 | 1038 


| | 














fmn. | fmn.| £mn. | fmn. | f{mn. | f{mn, 
Barclay’s .. | 50°4] 54°6 | 102-4} 96-9 | 196°3 | I99:5 
Lloyd’s .. oh 43°O0 | 41-0 | 114-0 | 107-9 | 170-1 | 163-6 
Midland ++ ee | 832 | 48°5 | 117°4 | 118-9 | 207°9 | 209-0 
National Provincial | 35°I | 322 | 86-0 | 83-4 | 140-4 | 139-6 
Westminster | 52°8 | 40-9 | 112-0 | 112-2 | 136-5 | 134-1 
Coutts .. --| Ie4{ eo} 89g 776! 9:3 | 9°3 
Glyn, Mills -- | OF] IE] 10-6 I0-2 QI} 9°5 
Martins -» | 3°91] 4°71 31°4!] 33°6| 42°4] 44-4 
District | 5°5 6°2 29°6 | 29°3| 30°8| 32-6 
The National ~] TS] 4] 14:3] 14:2 16-6 | 17%3 
Williams Deacon’s | 2:1 {| 1-6| 1-5} I1°6! 1474! 14:2 


| 





In discussing the banking year, we suggested that 
actual earnings were probably no lower than in 1937 
(advances on the average were actually £25.6 millions 
higher) but that provisions for contingencies and reserve 
allocations might very well be higher in view of the 
recession in trade and the downward trend of gilt-edged 
prices. The various signs of an increased preference 
for liquidity exhibited by many banks suggests that the 
published profits shown by the table opposite have been 
struck after very generous reserve provisions, though 
the higher rate of income tax and the necessity for 
providing a full year’s N.D.C. partly explain the general 
decline. 

Martins was the only bank to show an increase in its 
net profit, and as profits in the previous year were 
arrived at after a bonus distribution to the staff of un- 
disclosed amount there is no means of knowing whether 
actual earnings were in fact higher, though there can be 
no doubt that the profits of this progressive bank have 
increased very considerably since 1936. 

In 1937 the total distribution was increased to 16 per 
cent. by a deferred 1931 centenary bonus of 2 per cent, 
and although the bonus was naturally not repeated in 
1938 the shareholders benefited by an increase in the 
dividend from 14 per cent. to 14} per cent. The only 
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1938 


£mn. 
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other bank to increase its distribution was the District, 
which maintained its final dividend at the higher rate of 
gi per cent. paid in December, 1937, and June, 1938, 
thus raising the total for the year from 17% per cent. to 
184 per cent. All the other clearing banks maintained 
their dividends unchanged. Owing to changes in taxa- 
tion and the fact that some banks show their dividends 


ENGLISH BANKING PROFITS AND APPROPRIATION 
(000’s omitted) 





| r . Contin- | ee 
| Net Profits Dividends ‘enciee | Ppropria- 
gencies | “*tions*® 








| 
1937 | 1938 | 1937 | 1938 en ee Te 
j | } | 








| &£ f £ i 4 £ Sis is 
Barclays .. ss! hk eee 1,926 | 1,562 | 1,510 | Nil | 250 | 572 | 166 
Lloyds «+ | 1,832 | 1,705 | 1,347 | 1,303 | 400 | 300 | 85 | 103 
Midland .. .- | 2,508 | 2,446] 1,764 | 1,758 | 300 | 500 | 444 | 187 
National Provincial | 1,875 1,772 1,422 | 1,422 | Nil | Nil | 453 | 350 
Westminster 1,751 1,557 | 1,271§| 1,127 | Nil | Nil | 479 431 
Martins 854t 873 606¢} 603 | Nil | Nil | 188 | 270 
District 519 509 | 373 | 377 | Nil | Nil | 146 | 132 
The National 220 216| 180] 180] Nil | Nil 40 | 36 
Williams Deacon’s. . 311 301 234 234 | Nil ; Nil 77 67 





* Includes any change in undistributed profits. 
+ Includes a distribution in lieu of a “‘ 1931 Centenary Bonus.” 
t After providing centenary bonus to staff. 

§ Includes centenary bonus. 


oD 


net and others gross, the published figures of profits do 
not provide a valid basis of comparison as between 
different banks and different years. This difficulty can 
be largely overcome by “grossing up” the figures to 
obtain an estimate of earnings before tax. The first table 
overleaf, compiled by the Financial News, suggests that 
earings before tax (though after making undisclosed 
provisions for contingencies and bad debts) were slightly 
smaller than in 1937 for all of the Big Five, with the 
exception of the Midland Bank, which appears to have 
earned £70,000 more. On this basis the aggregate earn- 
Ings of these banks before tax showed a decrease of 
£420,000 compared with 1937, but an increase of 
£930,000 compared with 1936. 

In view of the decline in the prices of even short- 
dated bonds and the contraction in the supply of bills to 
the market, it would not have been surprising if the three 
large discount houses had shown some recession in 
profits. Once again, however, the discount market has 
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COMPUTED EARNINGS BEFORE TAX 
(000’s omitted) 












































{ 

Peak: |Slump 

1929 |“Low’| 1935 | 1936 | 1937 | 1938 
£ £ £ £ £ £ 

Barclays .. -. | 2,910 | 2,070 | 2,300 | 2,480 | 2,960 | 2,790 
Lloyds .. .. | 3,180 | 1,920 | 2,120 | 2,290 | 2,540 | 2,480 
Midland .. -+ | 3,330 | 2,690 | 3,040 | 3,230 | 3,480 | 3,550 
Nat. Provincial .. | 2,310 | 1,650} 1,740 | 1,880 | 2,100 | 2,000 
Westminster .. | 2,700 | 1,950 | 1,810*| 2,270 | 2,420 | 2,260 
Total .- | 14,430 | 10,280 | II,010 | 12,150 | 13,500 | 13,080 








* Published figure shown after charging centenary staff bonus. 
managed to show very favourable profit figures under 
apparently adverse circumstances. In the last three 
months of the year, of course, discount rates showed an 
appreciable margin over the cost of short money, so that 
total earnings on bills may actually have been larger 
than in 1937. 



































Profits | Deposits, Investments Bills* 
etc. 
| 
| | = 
1937 | 1938 | 1937 | 1938 | 1937 | 1938 | 1937 | 1938 
| 














£oo0o0 | £000 | {mn.} {mn. | {mn. | {mn. | {mn. | {mn. 
Alexanders | 154] 155t| 26°7 | 31°3| 14:0 | 9:8] 14:0 | 22°8 
National 189 | 195t| 37°4 | 41°2 | 12-4] 5:2 | 26-3 | 37°0 
Union .. 251 261 | 56°2 | 51°5 | 9°5 | 6:3 | 46°8 | 44°5 





































* Excluding rediscounts. 
+ After transferring £300,000 from investment reserve to provide 
for depreciation of securities. 

t Rebate carried forward not shown separately. 

It will be seen that all three companies showed a 
slight increase in net profits. Alexanders Discount 
disclosed a transfer of £300,000 from investment reserve 
to write down securities below market value, but the 
other two houses apparently made the necessary provl- 
sion for depreciation out of their hidden reserves, whic 
are believed to be very strong. The feature of the 
balance sheets was the sharp contraction in investments, 
though Mr. Colin Campbell stated at the meeting that 
in the case of Alexanders this was largely due to the 
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transfer of 44 per cent. Conversion Loan (which having 
only eighteen months to run is generally treated as a 
bill) to the heading of discounts. It is possible that some 
part of the contraction in bond holdings shown by the 
National Discount was due to a similar transfer, though 
in the case of the Union a large compensatory move- 
ment between these items was recorded in 1937, so that 
last year’s decrease in the investment item may repre- 
sent a true reduction in the bond portfolio. In the 
absence of any explicit statement such as that vouch- 
safed by Mr. Campbell, however, the explanation of 
these movements must remain a matter of surmise. 
Contrary to general expectations, both Alexanders and 
the National Discount showed an expansion in the net 
discounts portfolio, a possible explanation in the case of 
the National being the acquisition of Reeves, Whitburn 
during the year. 

The final table summarizes the results published by 
the Scottish banks during the year : 


SCOTTISH BANKING RESULTS 





























Discounts 
Profits Deposits Cash and 
Advances 
1937 | 1938 | 1937 | 1938 | 1937 | 1938 | 1937 | 1938 
| £ £ | 
000 | ooo | fmn. | smn. | {mn. | {mn. | {mn. | f{mn. 
Bank of Scotland .. | 318 | 313 | 37°6 | 39°3 5°3 5°6 | 10°6 | I0°7 
(To Feb. 29) 
British Linen Bank .. | 294 | 290 | 36:0 | 38-2 | 11°3 9°9 9°O | Iorr 
(To Jan. 15) 
Clydesdale Bank «+ | 320 | 317 | 37°4 | 35°7 6-1 6°3 | 13°5 | 13°6 
(To Dec. 31) 
Commercial Bank .. | 396 | 381 | 46-1 | 44°7 8-8 7°4 | 15°8 | 14°4 
(To Nov. 1) 
National Bank -- | 276 | 293 | 37:0 | 38°3 5°4 6°3 | 13°9 | 14°1 
(To Nov. 1) 
North of Scotland .. | 246 | 242 | 29-4 | 29-1 4°4 4°9 ae | 7°5 
(To Dec. 31) 
Royal Bank .. -» | 636 | 613 | 69°7 | 69-9 7°7 8-0 | 31°2 | 30°9 
(To mid-Oct.) 
Union Bank .. os | 986 | 9x3.) 32°38 | 33°4 6°7 7°8 | 10°7 | 11°6 
(To April 2) 





For the most part these results make an excellent 
showing, but the widely varying accounting dates pre- 
clude any general comparison with the figures of the 
English banks. A review of Scottish banking in 1937-8 
was contained in the November issue of THE BANKER. 
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Has Britain Inflated ? 


By W. T. C. King 


GREAT deal has already been written about last 

month’s spectacular transfer of gold from the 

Bank of England to the Exchange Equalization 
Account. And in every article the leading motif has 
been an assurance that the operation, despite the conse- 
quent increase in the fiduciary note issue to the huge 
total of £400 millions, is in no sense inflationary. This 
approach to the matter was certainly both prudent and 
necessary, for at a time when Britain has a large defi- 
ciency on her balance of payments, has a Budget deficit 
unprecedented in time of peace, and is facing a substan- 
tially bigger deficit in the ensuing financial year, people 
both at home and abroad are apt to be distinctly 
suspicious of monetary manoeuvres. For this reason it 
was necessary to point out that the operation represented 
nothing more than an exchange of gold for securities 
between the Issue Department of the Bank and the 
Exchange Account, and since it could have no effect 
upon either the volume of credit or upon the amount of 
notes in circulation, involved neither inflation nor 
deflation. 

That explanation, which is quite unassailable, has 
been grasped, or at least accepted, by the domestic 
public; yet the foreigner may perhaps be excused for 
remaining a little puzzled. He has never understood 
our Bank Return, and probably never will understand 
it until its antiquated form is abandoned. From this 
point of view it was unfortunate that the Return which 
gave effect to the transfer revealed a sharp decline in 
the official “ proportion.” This decline was quite un- 
connected with the gold transfer, and was wholly due 
to the fact that at the same date the Christmas increase 
in the fiduciary issue, which had arbitrarily raised the 
“proportion” in December, had been cancelled. But 
as the movement mystified even some people in the 
money market, it was clearly too much to expect that it 
would be understood abroad, especially as there could 
be no parallel for it in any Continental bank return. 

To find an explanation, the foreigner might well 
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decide to analyze the Return on Continental lines, com- 
paring the gold holding with notes in circulation and 
with total sight liabilities (notes plus deposits). Having 
been told that the Bank had returned to the Account 
virtually all the gold which it had bought from it (and 
that this gold was held in trust for foreigners, anyway, 
and was never supposed to be part of the domestic 
credit structure), he might even decide to compare the 
Bank’s position now with what it was before the gold 
started to come in. If he did so, what would he find? 
The answer is shown below: 


‘“ TRUE ”’ RATIOS AT THE BANK 


Gold Valued at Par : 85s. per Fine Oz. 
Feb. 1932 Jan. II, 


4 1 
4/0 /0 
Ratio of Gold to: 
Active Circulation. . - aa és 34°9 26-6 
All Sight Liabilities as , és 26°90 19°5 


Gold Valued at Market Prices* 
Ratio of Gold to: 
Active Circulation. . i wis ou 48-8 4 
All Sight Liabilities na - 36°4 3 
* At IIgs. in 1932 and 149s. in 1939. 


> 


nN © 


6: 
4° 


This analysis, unfortunately, might only serve to 
increase the foreigner’s suspicions. It is quite clear that 
the technical position of the latest Bank return, with 
gold valued at par, is definitely weak, both intrinsically 
and by comparison with 1932; and even with gold 
written up to its current value, the position is not very 
impressive. 

To conclude from this—as orthodox analysis would 
certainly do—that the fundamental position of Britain’s 
currency is weaker than it was, say, twelve months ago 
(when the ratios were enormously stronger) would, how- 
ever, be wholly erroneous. So long as the people of 
any country accept its national paper currency freely 
and without question, there is no need to hold any 
metallic reserve at all against the note issue, more 
especially when (as has been the case in Britain since 
1925) holders of notes have no legal right to demand 
gold coins in exchange for them. In modern conditions, 
therefore, the only function of a gold reserve is to meet 
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an external strain, and the sole criterion of what should 
be the size of the reserve is the potential extent of that 
strain, whether on trade account or capital account.’ 
It is an anachronism, in short, that gold reserves should 
be related in any formal way to the size of note issues, 
for the consequence of prescribing minimum legal 
reserves against notes (whether as a proportion or by a 
fixed fiduciary issue) is to prevent the central bank from 
using that minimum reserve for the only purpose for 
which it is held or could ever be used. This principle 
was forcibly stated by the Macmillan Committee as early 
as July, 1931. And if it was true under a gold standard, 
it is more than ever valid under a managed system such 
as we have to-day. 

It is only in the most technical and orthodox sense, 
therefore, that the Bank’s position has been weakened 
by the gold transfer, which affected neither the credit 
structure nor the size of the national gold reserve. All 
that has happened is that the bulk of our gold—at cur- 
rent prices, about £440 millions out of a total of 
£060 millions—has been put where it properly should 
be, namely, in the Exchange Account, which alone can 
use it for the purpose of meeting external strain. By 
this action, the authorities have impliedly accepted the 
Macmillan principle, so that if in the legal form of our 
Bank Return we are a step behind the Continental 
banks, in practice we are now a step ahead. 

Recognition of the new principle, however, does not 
in any way alter the significance of the contrast between 
the credit position of to-day and that of seven years ago. 
The really striking thing about the gold transfer is that, 
because of it, the Bank Return now reveals, even to the 
orthodox and uninformed observer, the credit expansion 
which has taken place since Britain left gold. A careful 
analysis of the intervening changes yields some 
illuminating results. 

By far the best period for comparison is February, 
1932, for although the gold reserve reached its low point 
of £120.7 millions upon the repayment of the first foreign 





* The strain which would arise in time of war properly falls under 
one or other of these heads, but in present circumstances it seems 
desirabie to regard it as an additional and over-riding factor. 
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credits in November, 1931,* it was not until the follow- 
ing March that the authorities began to re-acquire 
foreign assets.f Secondly, F ebruary, 1932, marked the 
great turning-point in credit policy—the end of the de- 
flation adopted after we left gold, and the start of the 
cheap money era. Thirdly, February was (as always) 
free from those seasonal influences which blur the posi- 
tion over the turn of the year. Finally, by taking 
February, it is possible to avoid seasonal distortions in 
the comparison, for the Bank Return figures im- 
mediately after the gold transfer can with relatively 
small risk of error be readily adjusted to eliminate 
the remaining influences of the year-end and to allow 
for the return of notes, which it is assumed will be fully 
neutralized. The comparison thus obtained is shown in 
the table on the next page. 

This table plainly indicates that any deflationary 
influence arising from the increase in the note circula- 
tion (between £120 and £124 millions) has been 
prevented by an expansion in the fiduciary issue—the 
similarity of the two movements is striking, and may be 
significant. To the extent of £26 millions, however, the 
increased circulation was only nominal, for that amount 
of notes was simply transferred from clearing banks’ 
cash at the Bank to cash in their tills. Yet total deposits 
at the Bank, instead of falling in consequence by 
£26 millions, have risen by £42 millions. In other 
words, from the point of greatest deflation in 1932, the 
true basis of credit has been expanded by £68 millions, 
an increase of almost exactly one-third. Of this new 
cash, however, roughly £10 millions has been immobi- 
lized on non-bankers’ accounts, leaving £58 millions 
available to the banks. That means that enough new 
cash has been created to enable the clearing banks to 








* There was actually a lower point, of {119.8 millions in December, 
1932, but this was due to a gold payment of a War Debt instalment, 
which may be ignored in this connection. 

t The operations of the Exchange Account ought, indeed, to be 
regarded as beginning in this month, for, although the Account was 
not formally set up until June, in March the Bank of England began 
buying exchange, which was held in the Issue Department and financed 
by sales of Government securities to the Banking Department, and the 
— thus acquired were later taken over by the Exchange 

ccount. 
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expand their deposits by substantially more than 
£500 millions and their earning assets by more than 
£450 millions. Very broadly, this is what has actually 
happened. For the last three months for which figures 
are available (September to November), clearing bank 
cash holdings, at about £225 millions (excluding the 
District Bank), have been running £52 millions, and 
deposits between £540 and £510 millions, above the 
levels of February, 1932. 
CREDIT EXPANSION SINCE 1932 
(£ millions) 





1939 1939 1932 Increase 
Jan. 11,| Jan. 11, Feb. over 
Actual | Adjusted Average Period 
Issue Department : 
Fiduciary Issue .. 400 400 275 125 
Active Circulation .. 476 466/470 346 120/124 
Gold at Par... .. 126 126 I2I 5 
»» »» Market Price .. 222 222 169 53 
Banking Department : 
Total Deposits .. 174 | 160* 118 42 
Total Securities -. 140 | 116/120* 86 30/34 
Reserve re << 2 61/57 50 11/7 
Clearing Banks : 
Note Holdings oo | 113 87 26 


* Deposits and Securities are adjusted for the liquidation of an 
outstanding {7 millions of year-end credit and for the neutralization 
of £7 millions of returned notes not neutralized at the date of the 
Return. 

+ This figure is estimated on the basis of the November, 1938, 
figure, the latest available, and excludes the District Bank, which had 
not entered the Clearing House in 1932. 


Not all of this expansion, however, can properly be 
regarded as inflation, even in the limited sense of in- 
creasing the effective domestic circulation. Despite the 
huge outflow of foreign capital in the past eight months, 
a substantial part of the net seven-year increase in bank 
deposits represents foreign deposits as such, and these 
are now estimated at rather under £200 millions. If 
there had been no expansion of the credit base, and the 
banks had consequently been unable to expand their 
deposits (assuming that they were unwilling to allow 
cash ratios to fall) this net inflow of foreign funds into 
deposits would have involved a contraction of domestic 
deposits by £200 millions. Such a conversion of (nor- 
mally) active domestic deposits into inactive foreign 
deposits would have been severely deflationary—as, 
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indeed, it began to be in 1936, when there was acute 
pressure on cash ratios. To avoid deflation, therefore, 
it is necessary for the authorities to create bank cash 
sufficient to allow the banks to increase their deposits 
by the amount of the foreign deposit inflow.* For this 
purpose, therefore, roughly £20 millions of new cash 
has been required on balance since 1932, which reduces 
the true expansion in bank cash over the period to 
£38 millions. 

It is interesting to observe that, of this true expansion 
of £38 millions, no less than two-thirds had occurred 
by the date of the War Loan conversion; for in the 
second half of 1932 the credit base (total deposits at the 
Bank plus clearing bank note holdings) was running at 
£22 to £28 millions above its February low. Very 
roughly, it can be said that in the first two years or so of 
its operations the Exchange Account seemed to be 
financing a large proportion (at first, the whole) of its 
gold purchases by sales of assets to the Bank; in the 
next two years it financed them almost wholly through 
the market, with the result that cash ratios became 
severely strained; while since 1936 the pressure thus 
caused has been more than offset on balance by a very 
liberal ratio of Bank finance to market finance.f 

To summarize the results of this analysis, therefore, 





* That, it should be noted, is not the same thing as the total influx 
of foreign funds. If foreigners invest their resources in this country, 
no deflationary influences are set up by the inflow, and bank cash 
should not be increased. Indeed, so long as the authorities auto- 
matically neutralize any increase in the note circulation (whether due 
to foreign hoarding or to domestic demands), all that is necessary to 
insulate the domestic credit situation from external influences is that 
bank cash should be expanded or contracted by 10 per cent. of the 
inflow or outflow of foreign deposits as such. For detailed analysis 
of the technique of insulation, see Mr. W. Manning Dacey’s article 
in THE BANKER for October last. 

t In the early period the method of expansion was chiefly Bank 
purchases of Exchange Account gold, whereas in the later period the 
principal method was Bank purchases of securities—the big gold pur- 
chase of 1936 was almost completely neutralized by a reduction in 
the fiduciary issue. Now that the gold has been re-sold to the 
Exchange Account, the gross credit expansion of £68 millions is seen 
to have been achieved as to {31 to {27 millions by an increase in 
the fiduciary issue in excess of the increase in the true circulation 
(allowing for clearing bank note holdings); as to £5 millions by net 
purchases of gold; and as to the balance by purchases of securities by 
the Banking Department. 
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one can say that of the apparent credit expansion since 
1932 roughly one-third has been required merely to 
counteract the deflationary influence of an increase in 
foreign deposits; while nearly one-half of the total 
expansion took place at the very beginning of the cheap 
money period and has its special justification. Since 
the date of the War Loan conversion, despite four years 
of rearmament, the real expansion of credit has been 
very much smaller than is generally supposed—it has 
provided for an effective expansion of bank deposits by 
hardly more than £100 millions. But whether the 
credit exigencies of rearmament will be as moderate in 
the next year or two is certainly questionable. 


The Defence of Sterling 
By Paul Einzig 


URING the summer of 1938 the firmness of ster- 
ling, which until then had been almost continuous 
for years, gave way to a weak trend. It was not, 

however, until December that the authorities considered 
it necessary to take any exceptional steps in face of the 
pronounced selling pressure on sterling. Until then, the 
selling pressure had simply been met by intervention, 
as a result of which the Exchange Equalization Account 
lost some £200 million of gold. No effort whatever was 
made to reduce the sterling drain through any excep- 
tional measures. Indeed, the Chancellor of the Ex- 
chequer did not even consider it necessary to revise his 
attitude towards lending abroad, and during the autumn 
the Exchange Equalization Account had unnecessarily 
to part with some £6 million in connection with a foreign 
transaction authorized by the Treasury. 

In December, 1938, however, the authorities began to 
realize that something must be done to moderate the 
outflow of gold. Accordingly, they resorted to a series 
of measures. They first requested the clearing banks 
to refrain from lending against gold and from transfer- 
ring funds to New York for the purpose of interest arbi- 
trage during the year-end pressure. Subsequently, the 
embargo on foreign transactions was reversed, and the 
concessions made in February were withdrawn. The 
next step was the restoration, at the beginning of 
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January, of the embargo on forward gold transactions, 
while the embargo on lending against gold was extended 
to cover banks of all types. At the same time the banks 
were requested to scrutinize their foreign exchange 
transactions and to discriminate against transactions of 
an undesirable type. The monetary authorities of the 
leading free exchange markets were approached with 
the request that they should assist the British authorities 
in their efforts to discourage speculation against sterling. 

The efforts to defend sterling reached a climax on 
January 6, with the announcement of the transfer ot 
£350 million of gold from the Bank of England to the 
Exchange Equalization Account. It was hoped that the 
evidence of the willingness and ability of the authorities 
to use more than £400 million of gold in defence of 
sterling would inspire confidence. While until then there 
had been reasonable ground for doubt whether the 
authorities were prepared to sacrifice the Bank of Eng- 
land’s gold stock for the defence of sterling, the gesture 
made on January 6 was calculated to remove such 
doubt. There was no longer any ground for fear that 
once the depleted gold stock of the Exchange Equaliza- 
tion Account had come to an end sterling would be left 
to its own devices. After the big transaction, the Ex- 
change Equalization Account’s gold stock stood higher 
than at any time since the establishment of the account. 

How did these measures affect sterling? During 
December the tendency of sterling was decidedly 
steadier, but this was due in part to the comparative 
lull in the international political situation before Christ- 
mas, and in part to provisional repatriations of funds 
during the end-of-year squeeze. The firmness of sterling 
was not due to any large extent to the exceptional 
measures taken, apart from the extent to which the 
measures contributed to the accentuation of the end-of- 
year squeeze in the London money market. 

Towards the end of the year the trend of sterling 
changed once more for the worse. The re-imposition of 
the embargo on speculative activity in gold and ex- 
changes brought about a slight recovery, which was 
accentuated by the announcement of the transfer of gold 
to the Exchange Equalization Account. This accentua- 
tion of the rise in sterling was not, however, altogether 
spontaneous. Taking a leaf out of M. Bonnet’s book, 
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Sir John Simon resorted to the device of stage-manage- 
ment, and the Exchange Equalization Account sold 
large amounts of dollars after the announcement of the 
gold transfer in order to convey the impression that it 
had produced a spectacular effect. Sterling was made 
to appreciate by more than 1 per cent. The result was 
a relapse as soon as the intervention for the purpose of 
stage-management was discontinued. Instead of taking 
advantage of the bear covering which would naturally 
have followed the announcement in order to acquire 
dollars, the authorities actually lost quite a considerable 
quantity of gold through their ill-advised tactics after 
the announcement. 

While the wisdom of transferring one large lump sum 
instead of driblets cannot be questioned, the timing of 
the transfer is open to criticism. If it had been carried 
out during December, when the undertone of sterling 
vas firm, the transactions would have been regarded as 
a wise precaution against possible contingencies in the 
distant future. Since it was carried out in January, 
when the undertone of sterling was again weak, the 
transaction was regarded in some quarters as an 
emergency measure necessitated by the weakness of 
sterling. The fact that the transaction was carried out 
during the Parliamentary recess also gave rise to some 
adverse comment. In the past, whenever the fiduciary 
issue was raised this has been announced by the 
Chancellor of the Exchequer in the House of Commons 
in reply to a question put by the Leader of the Opposi- 
tion. There has been only one exception to this rule: 
on July 31, 1931, the fiduciary issue was raised without 
any formal announcement being made. At that time, 
however, the Government dispensed with the formal 
procedure owing to urgent necessity produced by the 
crisis. The fact that on the present occasion the Govern- 
ment did not wait until Parliament re-assembled in 
February was interpreted in many quarters as an indica- 
tion that the transfer was urgently required. Needless 
to say, this pessimistic view was entirely unfounded. 
The Exchange Equalization Account had ample gold 
reserves with which to hold the pound until February, 
and conditions bore no resemblance to those prevailing 
in July, 1931. The fact that the authorities decided to 
carry out the transaction in January instead of Decem- 
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ber or February simply indicated their preference for 
doing the unexpected. In quarters usually critical to- 
wards the authorities the transaction was foreshadowed 
for the end of December. This in itself was sufficient 
reason for the authorities to postpone it until January; 
for the sake of Springing a surprise on the public they 
chose the wrong moment for the transaction. 

These are, however, minor details. What matters 
much more than any mistakes of detail is that up to the 
time of writing the authorities have confined themselves 
entirely to measures of a purely technical nature in 
defence of the pound. No actual steps have so far been 
taken for the improvement of the fundamental position. 
As a French newspaper, commenting upon the gold 
transaction, remarked, Great Britain is seeking to defend 
sterling by shifting her financial ammunition. This was 
by no means the only critical remark made in the French 
Press. Indeed, many quarters in the City were pain- 
fully surprised and shocked by the critical, sarcastic and 
patronizing tone of the French comments on the recent 
measures taken for the defence of sterling. Great 
Britain was reminded from across the Channel that mere 
technical measures in themselves were not sufficient, and 
that more fundamental efforts were needed in order to 
safeguard the pound. This advice sounds somewhat 
familiar. It has been repeated over and over again by 
the British Press and British official quarters in dis- 
cussing the outlook of the franc during the last few years. 
As recently as November, 1938, Paris was told by Lon- 
don that she must put her house in order. Now it seems 
that the former black sheep of the family has assumed 
the role of the heavy father. 

It would be idle to deny that it is anything but 
pleasant for London to be told by Paris that Great 
Britain must set her house in order. The experience of 
being lectured by the prodigal son immediately after his 
return is somewhat humiliating. The worst of it is that 
the French critics are almost as right now as the British 
critics of France were during past years. This does not 
mean that the fundamental position of the pound is as 
bad as that of the franc was until quite recently. The 
budgetary position is as sound as it could possibly be in 
existing conditions. On the other hand, the adverse 
trade balance calls for urgent remedy, and steps in that 
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direction would be incomparably more helpful than all 
the technical measures taken in defence of sterling. 
After all, a large part of the loss of the Exchange Equal- 
zation Account’s gold and of the continued selling 
pressure on sterling is due to the abnormal import sur- 
plus. Losses of gold incurred through an adverse trade 
balance are much worse than losses of a corresponding 
value due to speculation, to the transfer of foreign 
balances, or even to the flight of British capital. The 
loss of gold caused by bear speculation is temporary. 
Sooner or later the bear positions have to be covered. 
The loss due to the withdrawal of foreign balances does 
not weaken the technical position, since simultaneously 
with the decline of the gold reserve there is a corres- 
ponding decline of London’s foreign short-term liabili- 
ties. Even an outflow of British capital, however 
reprehensible from a moral point of view, would be no 
dead loss to the country, since the capital can always be 
called up in time of war or extreme emergency. On the 
other hand, if gold is lost as a result of an adverse trade 
balance, it 7s a dead loss. It is against this kind of loss 
that the Government should concentrate its measures in 
defence of sterling. There is a danger that as a result 
of the favourable reception by a loyal Press of the gold 
transfer measures, an atmosphere of complacency may 
develop in official quarters. The authorities may be 
inclined to rest on their laurels instead of embarking 
upon measures aiming at the improvement of the trade 
balance. The gold transaction may produce an un- 
favourable effect also by weakening the case in favour 
of allowing sterling to depreciate to a lower level. 

The fact that the gold transfer and other technical 
measures in defence of sterling had a very favourable 
reception in the German Press is of some interest. 
Obviously Germany stands to benefit by the technical 
measures in defence of sterling, partly because they may 
delay the depreciation of the pound, which would be 
regarded with disfavour in Berlin owing to its effect on 
German exports, and also because the technical 
measures are likely to divert attention from the need 
for measures to improve the British trade balance. The 
fact that the measures taken in defence of sterling are 
praised in Berlin and criticized in Paris is not without 
significance. It is to be hoped that those responsible 
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for the official foreign exchange policy will realize that 
critics are not necessarily hostile, nor are flatterers 
necessarily friends. It is to be hoped that they will also 
realize that in resorting to technical measures instead of 
tackling the 1 fundamental problems of the weakness of 
sterling, they have mistaken the shadow for the 


substance. 





Some British Economists 
T of often, very little is known to the general public 


of the personalities even of those who bear names 

which are household words. It is therefore pro- 
posed to present from time to time a series of biogr aphic al 
notes on groups of individuals distinguished in one 
sphere or another, and a start is made in the present 
issue with the following notes on ‘Some _ British 
Economists.’ The connection between banking and 
economics is a particularly close one. Whether con- 
sidered as an art or a science, both are intimately bound 
up with questions of monetary theory and monetary 
policy. And more than at any previous time the special 
problems of the post-war years have made it necessary 
a economists to understand banking and bankers to 
understand economics. The men who are discussed in 
the following notes are among the most distinguished 
exponents of economic science in this country, whose 
economists have enjoyed a high reputation throughout 
the world ever since the days of Adam Smith. Several 
of them have special connections with banking and with 
the City. Mr. J. M. Keynes, one of the great public 
figures of our day, has been a member of more than one 
currency commission, including the Macmillan Com- 
mission of 193I, and until recently he was chairman of a 
well-known insurance company. Mr. D. H. Robertson 
has just accepted the Sir Ernest Cassel chair of banking 
at the London School of Economics, largely with the 
object, it is understood, of forming closer contacts with 
the City. Professor Henry Clay is, of course, economic 
adviser to the Bank of England, while Professor T. E. 
Gregory, economic adviser to the Government of India, 
Was not only a lecturer on banking for a great many 
years and a member of several currency commissions, 
but actually started life in a bank. Professor Lionel 
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Robbins and Mr. H. D. Henderson have not, perhaps, 
had the same close personal association with banking, 
but their names are equally well known and respected in 
banking circles. 

John Maynard Keynes 

By birth as well as by education, John Maynard 
Keynes is a product of Cambridge. He claims indeed 
to be the first offspring of a marriage of graduates of 
the University and of the Women’s Colleges. His 
father, Dr. Neville Keynes, himself a distinguished 
economist in the days when the subject formed part of 
the Moral Sciences Tripos, was Fellow of Pembroke 
College and Registrar of the University, and still lives 
in retirement in Cambridge. His mother, Mayor of 
Cambridge in 1934, has only within the last few weeks 
retired from the Council and is an active member of the 
Government enquiry into nursing. Maynard Keynes, 
educated at Eton, came up to King’s College in 1902 and 
was twelfth wrangler in the mathematical tripos of 
1905. He took to economics only for purposes of the 
Civil Service Examination, in which he was placed second 
in1g06. After a brief period in the India Office he was 
elected a Fellow of King’s in 1908 on the strength of a 
dissertation on the Theory of Probability. 

From then until the outbreak of war he was mainly 
concerned in the ordinary routine of teaching and 
lecturing in economics in Cambridge, but in 1913 he 
became a member of the Royal Commission on Indian 
Finance and Currency. The impression which he made 
upon his colleagues, added to his earlier experience in the 
Civil Service, led to a summons to the Treasury in the 
early days of the war. By 1919 he was principal repre- 
sentative of the Treasury at the Peace Conference and 
deputy for the Chancellor of the Exchequer on the 
Supreme Economic Council. In June, 1919, he resigned 
his post owing to a fundamental divergence of view with 
regard to the reparations clauses in the Versailles Treaty, 
and returned to academic life. 

His earlier writings, of which ‘‘ The Economic Con- 
sequences of the Peace’’ was the first to make his 
name familiar to the man in the street, were mainly 
concerned with the applications of economic theory to 
the problems of the time. But his studies of the forces 
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determining prices or present and future exchange rates, or 
of the possibilities of price control, went right to the heart 
of the problem, and were as full of significance for his 
academic colleagues as for the more general reader. 

The re-awakened interest in theoretical economics in 
the late ’twenties owed much, directly and indirectly, 
to Mr. Keynes. His own “ Treatise on Money,” which 
appeared in 1930, was one of the notable stepping-stones 
in the advance. It possessed, however, certain defects 
which were by degrees recognized. In particular, in 
concentrating on the problem of price he had too little 
considered that of variations of output and employment. 
Mr. Keynes possesses in unusual measure the quality of 
admitting error and welcoming improvements of what he 
has helped to create—a quality which has made him at 
once the admired of his juniors, the despair of his seniors, 
and the subject of epigram by Viscount Samuel. He 
quickly recognized the validity of these criticisms and the 
limited applicability of the assumptions necessary to pro- 
duce the results which he had obtained in the “ Treatise.” 
During the next few years his ideas were progressively 
developed in lecture s, and in 1930 he published that bone 
of contention, “ The General Theory of Employment, 
Interest and Money.’ No economic work of recent 
years has caused such a storm of criticism, and opinions 
remain divided. Gradually, it would seem, the critics 
are coming to recognize to what extent differences of 
opinion are due to differences of assumptions and how far 
to more fundamental criticisms of the underlying logic. 

Mr. Keynes has crowded into his life more ‘activities 
than a dozen ordinary men. Until quite recently he 
was chairman of the National Mutual Insurance Society 
and his annual speech in that capacity commanded an 
attention and respect in the City equal to those of the 
bank chairmen. Beside his interests in the academic 
world and in the City, he has managed to find time to 
collect modern pictures and old books, to act as patron 
to the drama and the ballet and to found the Cambridge 
Arts Theatre, to play the part of an apparently leisured 
and unhurried confidant to an unusually wide circle of 
friends of every age and generation. He is secretary of 
the Royal Economic Society, and has been for more than 
twenty-five years editor of its Journal; he is senior 
bursar of King’s College, and to him is chiefly due its 
enhanced wealth in recent years. 
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D. H. Robertson 


“ But you must explain to me, please,” the Professor said with an 

anxious look, ‘‘ which ts the Lion and which is the Gardener’ 

Dennis Holme Robertson, who has recently accepted 
the Sir Ernest Cassel chair of banking in the University 
of London, was born in 18go, the sixth child (a fact that 
has always coloured his views with regard to the 
Malthusian devil) of James Robertson, formerly Head- 
master of Hailey — Educated at Eton, he went up to 
Trinity College, Cambridge, was in the first division 
of the first class of the Classical Tripos in 1910, took the 
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Economics Tripos with similar distinction in 1912, and was 
elected to a Fellowship at Trinity in 1914 on the strength 
of a thesis on industrial fluctuations. During the war 
he was an officer in the 11th battalion of the London 
Regiment, serving chiefly in Egypt and Palestine. When, 
some years later, Mr. Ramsay MacDonald had occasion 
to enquire whether he had experience of dealing with 
politicians, Mr. Robertson was able to reply that many 
months spent in handling mules had given him what he 
regarded as the necessary qualifications. In rg19 he 
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returned to Cambridge, and there he remained until this 
year, carrying one of the chief loads of lecturing and 
teaching, but finding time, of late all too infrequently, to 
delight the audiences of the Marlowe Society as Polonius 
or Mr. Justice Shallow. His departure to the London 
School of Economics will leave Cambridge considerably 
the poorer. 

In early years his main concern was with general 
economic theory, and (always with devastatingly appro- 
priate introduction from Lewis Carroll) he was the 
author of several small books, which for many have 
served as an introduction to economics. In 1926 he 
undertook advanced lectures on monetary problems, 
and his recent work has been almost exclusively in 
this field. In the same year he published an essay 
which did more than any other single book to start 
the whole subsequent re-examination of monetary 
theory. In “ Banking Policy and Price Level’ he 
pointed out that what earlier economists had described 
as a fall in the velocity of circulation could equally be 
de ee as an increase of saving, and was inevitably led 
to discuss the adequacy and inadequacy of saving, and 
the means whereby a deficiency of voluntary saving 
might be made up. Once this jump had been made, 
others—Mr. Keynes in particular—quickly grasped this 
new weapon of thought, and probed ahead with it. 
With much of their work Mr. Robertson had the inevi- 
table sympathies of the original parent. But by degrees 
differences of opinions have emerged and Mr. Robertson 
has increasingly adopted the réle of critic. 


Prof. T. E, Gregory 

Theodor Emanuel Gregory, now economic adviser to 
the Government of India, has a special connection with 
banking, since he started life (as other distinguished 
people have done) as a clerk in the Midland Bank. He 
was born in London in 1890 and educated at Owen 
School, Islington, at Stiittgart, and at the London School 
of Economics, where he became a lecturer in 1913. In 
1920 he was made Cassel reader in International Trade 
and later Cassel Professor of Economics with special 
reference to banking and currency. When in 1930 
Professor Henry Clay resigned the chair of Social 
Economics at Manchester University to take up his 
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appointment with the Bank of England, Professor 
Gregory occupied this chair also until 1932. It was only 
last year that he left London to enter his new sphere of 
activity as economic adviser to the Government of 
India. 

Professor Gregory has always been one of those who 
have believed that economics is better studied in the 
counting house than in the abstract atmosphere of the 
laboratory. His own gifts of criticism and analysis are 
never more brilliantly displayed than in the discussion 
of a paper or in the examination of a witness before a 
Royal Commission. These qualities have been recognized 
by a variety of governments all over the world. He was 
a member of the Macmillan Committee on Finance and 
Industry in this country, economic adviser to the 
Niemeyer Mission to Australia and New Zealand, an 
active member of the recent Irish Banking Commission, 
and now India has secured his services. 

He has, nevertheless, found time to give proof of his 
scholarship i in a number of books. His centenary history 
of the W estminster Bank, his introduction to Tooke and 
Newmarch’s “ History of Prices,’’ his earlier studies of 
tariffs and of the workings of the gold standard, are 
well known. In questions of the trade cycle he has allied 
himself definitely to none of the more extreme schools of 
thought. He has frequently expressed scepticism regard- 
ing the powers of a central bank to eliminate fluctuations. 
In the introduction to his colle cted essays, published in 
1933 under the title of ‘‘ Gold, Unemployment and 
Capitalism ’’ he showed himself unwilling to assent to 
the view that the cycle is due to an “ absolute lack of 
purchasing power ”’ and indicated that he shared, in part 
at least, the view of some of his London colleagues that 
in the course of the upward movement of a trade cycle 
profound modifications, requiring the consider ation of 
those responsible for monetary policy, must take place. 


Prof. Henry Clay 


Henry Clay, the economic adviser to the Bank 
England, is by birth and upbringing a Foe 
Born in 1883, he went up to University College, Oxford, 
from Bradford Grammar School. After taking “ Greats” 
in 1906 he was mainly occupied for the next ten years in 
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adult education, and his still invaluable ‘‘ Economics 
for the General Reader ’’ was a product of that experience. 
l'rom 1917 to 1919 he was in the Ministry of Labour, 

becoming in the latter year a Fellow of New College, 

Oxford. In 1922 hewent first to Manchester to the Stanley 
Jevons chair of Political Economy. Five years later a 
new chair of Social Economics was founded with research 
rather than teaching as the primary duty of its occupant 
and Prof. Clay was transferred to it. During these years, 
his name became well known to all students of economics 
and to large numbers of the general public through the 
publication first of “‘ The Problems of Industrial Rela- 
tions’ and later ‘“‘ The Post-War Unemployment Prob- 
lem.’’ He was one of the first to secure recognition of 
the existence of a new and serious problem in the presence 
of a hard core of unemployment in the older basic 
industries. 

His services to industrial relations were by no means 
confined to writings. Both in this country, as a member 
of the 1931 Une mploy ment Insurance Commission and 
in South Africa as a member of the Economic and Wage 
Commission of 1925 he influenced policy more directly. 
In 1930 he left Manchester to become economist to the 
Securities Management Trust, and in 1933 he became 
economic adviser to the Bank of England. Even those 
in a position to measure the great gain to the counsels of 
the Bank will share the regret that many must feel 
that this has resulted in the ile ncing of one of the wisest 
voices and most balanced judgments among living 
economists. 


Prof. Lionel Robbins 


Lionel Charles Robbins was born in 1808, the eldest 
son of Mr. R. R. Robbins, who as president of the National 
Farmers’ Union and in many other capacities has done 
much to contribute to the framing of agricultural poticy. 
Trained in the University of London, Prof. Robbins was 
one of the most brilliant pupils of Prof. Cannan and has 
inherited many of his master’s qualities, in particular an 
intolerance of certain kinds of nonsense, and a belief that 
the reaction against the principles evolved by the nine- 
teenth century economists has been carried too far. 

From London he went to Oxford and in 1927 was 
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made a Fellow of New College. He returned in 1929 to 
hold the chair formerly occupied by Cannan at the 
London School of Economics. To him is chiefly due 
the emphasis during recent years on the theoretical 
aspects of economics. Certainly the most learned and 
most widely read of the younger economists, he has 
been considerably influenced by the Vienna school, 
having worked in close contact for the past few years 
with Prof. F. A. von Hayek, formerly of Vienna, but 
now a colleague of Prof. Robbins at the London School of 
Economics. He has also been influenced by the Swedish 
followers of Cassel and Wicksell, and has done more than 
any other person to break down a certain insularity in 
the English tradition. His own writings have been 
mainly concerned with the scope and method of the 
science, with its limitations, and with the importance of 
separating assumption from demonstrable fact. 


H. D. Henderson 


Herbert Douglas Henderson, born in 1890, went up to 
Emmanuel College, Cambridge, from Rugby in 1909. He 
obtained a first class in Part II of the Economics Tripos 
of 1912, and was president of the Union in that year. 
During the war he became secretary of the Cotton Control 
Board. He returned to Cambridge as a Fellow of Clare 
College in 1919, and in the Union ‘and elsewhere was one 
of those few who could give a continuity with the pre- 
war Cambridge to the post-war generation of ex-Service 
undergraduates. 

From 1919 to 1923 he remained in Cambridge, and his 
brilliantly discursive lectures on monetary topics were a 
stimulating influence upon the generations of under- 
graduates privileged to hear them. In 1923 he left to 
become editor of The Nation and Atheneum, and his 
ideas found a wider audience. Always constructive as 
well as critical, he fully maintained the great traditions 
of that paper. Readers of his easily flowing articles 
may be surprised to know that writing to him was 
always a trial and labour. A life-long Liberal, he stood 
in the 1929 election for one of the Cambridge University 
seats, but failed to win election. 

In 1930 he left journalism to become one of the two 
first joint-secretaries of the Economic Advisory Council, 
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and for the next four years, though his influence was 
probably greater than at any other time, his light was 
necessarily hidden under a bushel. In 1934 he left the 
Economic Advisory Council, now considerably emascu- 
lated by a change of government, to return to academic 
life, and became Rese arch Fellow in Economics of All 
Souls’ College, Oxford. His interests during late years 
have been mainly in what may be described as the field 
of economic politics, and he has been chiefly responsible, 
other things, for the drafting of the recent 
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Matters of Law 
By Maurice Megrah 


HE new term has so far brought no decision of 
direct concern to bankers, though unless there is 
considerable delay I believe that before this 

article is published the Court of Appeal will have pro- 
nounced its views on two cases of no little interest. On 
December 20 last, however, the Court of Appeal allowed 
the appeal of a judgment creditor from a decision of 
Mr. Deputy Registrar Mellor, in a case arising from a 
judgment obtained by the creditor from the Court of 
Appeal in France. The effect of decisions of foreign 
courts and the way in which they may be made opera- 
tive in this country is one with which most bankers are 
at some time or other concerned. The creditor in Re A 
Judgment Creditor (No. 2176 of 1938), Judgment 
Creditor v. Judgment Debtor ({1939| 1 All E.R. 1) 
registered his judgment in this country in accordance 
with the provisions of the Foreign Judgments (Recipro- 
cal Enforcement) Act, 1933, and served a bankruptcy 
sien on the debtor. The Deputy Registrar set the 
notice aside on the ground that that statute was not 
applicable. 

To understand the decision properly, a know- 
ledge of the history of foreign judgments legislation 
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is necessary, and for this purpose we must begin 
with the Judgments Extension Act, 1868, the object 
of which was to make judgments of certain courts 
in England, Scotland and Ireland operative in other 
parts of the United Kingdom. Section 3 provided 
that a judgment shall from the date of registration 
be “of the same force and effect as a judgment 
obtained or entered up in the court in which it is so 
registered,” and s. 4 that the courts of the three countries 
“shall have and exercise the same control and jurisdic- 
tion over any judgment or decreet . .. . registered under 
this Act in such courts respectively, as they now have 
and exercise over any judgment or decreet in their own 
courts, but in so far only as relates to execution under 
this Act.” In Re Watson, Ex. p. Johnston, Johnston v. 
Watson ([1893] 1 Q.B. 21) and Re A Bankruptcy Notice 
({1898] 1 O.B. 383), the closing words of the section were 
held not to include a bankruptcy notice and a summons 
under the Debtors Act. Under the Judgments Ex- 
tension Act, 1868, therefore, registration of a judgment 
in the court of another of the countries comprising the 
United Kingdom did not carry the right to begin bank- 
ruptcy proceedings. The creditor whose “foreign” 
judgment had been registered had to sue upon the 
“foreign” judgment and obtain judgment in this 
country. 

The Administration of Justice Act, 1920, in language 
clearly borrowed” from the Act of 1868, provided for 
the enforcement in the United Kingdom of judgments of 
superior courts in the Dominions. In particular, it em- 
bodied the same limitation, to execution, of the effect of 
registration as is found in the earlier statute. Under 
the (1920) statute also, therefore, it was necessary to sue 
on the “Dominion” judgment in this country before 
bankruptcy proceedings could be begun, the legislation 
of 1920 being taken, in using the limitation referred to, 
to intend the 1868 Act to be construed in the light of the 
two cases referred to. 

As the Master of the Rolls pointed out, the differ- 
ences in wording of the two statutes already discussed 
from that of the Foreign Judgments (Reciprocal En- 
forcement) Act, 1933, are “particularly striking.” The 
limiting words in the two former are omitted from the 
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last, s. 2 of which is the governing section. Not only 
that, but s. 6 of the 1933 Act prohibits the entertain- 
ment by any court in the United Kingdom of any “ pro- 
ceedings for the receiving of a sum payable under a 
foreign judgment .... other than proceedings by way 
of registration of the judgment ....” In the words of 
the Master of the Rolls: “ When I look at s. 2, and find 
clear language used which, according toits ordinary mean- 
ing, would cover a bankruptcy notice, I must decline to 
read into that language by implication, limiting words 
which would cut down its effect, and cut down its effect 
with a result which, I venture to think, cannot possibly 
have been intended by the legislature—namely, the 
result of depriving the holder of a foreign judgment of 
valuable rights with regard to its enforcement which he 
had previously possessed.” In the circumstances, the 
Master of the Rolls (Finlay and Luxmoore, L.JJ. agree- 
ing) held that the statute covered the case before the 
Court, and that the French judgment was a final judg- 
ment within the meaning of s. 1 of the Bankruptcy Act, 
IQI4. 

In the June issue of THE BANKER I discussed the 
decision in Hibernian Bank Limited v. Gysin and Han- 
son ([1938] 2 All E.R. 575), in which judgment was 
given for the defendants in an action brought by the 
bank as holders of a bill drawn in favour of the Irish 
Casing Company, Limited, “only” and crossed “ Not 
negotiable.” 

The bank’s appeal was decided as we went to press 
and will be dealt with in THE BANKER for March. 


New Zealand’s Exchange Reserves 

In the January issue of THE BANKER it was stated that the Reserve 
Bank of New Zealand’s overseas assets of £N.Z. 4.8 millions included 
£N.Z. 2.8 millions of gold believed to be valued below the market 
price. We have been asked to point out that the gold holding is 
additional to the sterling exchange holding of £N.Z. 4.8 millions. 











Scottish Banks’ Charges 
By C. J. Shimmins 
Snir time ago the Scottish banks decided to 


introduce a charge for the work involved in the 

distribution of dividends to their various branches. 
Formerly, such a charge was discretionary, which in 
practice meant that it was dispensed with, but as from 
July 1 last year companies are charged at the rate of 
12s. 6d. per 100 Income Tax Counterparts of Dividend 
Warrants distributed, the minimum charge being 5s. for 
4o Counterparts or less. (There are a few exceptions, 
such as securities for which the Bank of England acts 
as Registrar.) 

This decision to charge for collection of dividends 
was only one example of a number of minor variations 
in charges, of which the others have attracted less 
attention. One such move was the imposition of a 
charge for issuing local drafts, which had been formerly 
exempt, but are now subject to a charge of 3d. each. 
It was found that there was a growing practice for 
certain public bodies to issue drafts in payment of 
accounts and thus economize in the work involved in 
writing out cheques. Again, as from January 1 last, the 
issue of drafts on London payable at not less than ten 
days after date has been discontinued. These drafts 
were issued free of charge and stamp duty, the bank 
paying the stamp duty under a composition arrange- 
ment with the Inland Revenue in a manner similar to 
the payment of stamp duties on Scottish bank notes, 
although the rates of duty are, of course, different. 
Scottish banks are now empowered to charge for the 
custody of securities where the value of a customer’s 
account does not justify the service free of charge. It 
would be safe to predict that this will ultimately develop 
into a fixed charge based on the work involved. 

The examples given being only a few out of a great 
variety of charges, it will be seen that the system of 
charges is a complicated one. It would appear to be 
based on the old Scottish proverb that “ many a mickle 
makes a muckle.” No charges are made for keeping 
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accounts as in England, but a large revenue is derived 
from the commission on cashing or lodging cheques and 
similar documents, although there are many exemptions, 
cheques on London, for example, being free. In a 
general way, charges in England are imposed on the 
drawer of a cheque; in Scotland, the payee bears the 
charge. Although the Scottish system requires frequent 
reference to the Charges Book, it works well in practice, 
and has the outstanding advantage that all those avail- 
ing themselves of the banks’ services contribute some- 
thing towards payment for those services. 


Obituary 


Mr. Frederick Hyde 


It is with deep regret that we learn of the death at 
the age of 68 of Mr. Frederick Hyde, formerly managing 
director of the Midland Bank, and one of the most dis- 
tinguished bankers of recent years. Mr. Hyde began 
his banking career in 1885 in the Derby Commercial 
Bank, which in 1890 was taken over by the Midland 
Bank (then the Birmingham and Midland Bank). In 
the following year Mr. Hyde was transferred to the new 
head office in London, and in 1909 he became a general 
manager of the greatly enlarged bank. One of Mr. 
Hyde’s achievements was in instituting the present 
system of branch control and accounting, which has 
been adopted as a model by many overseas banks. In 
1919 Mr. Hyde was appointed a joint managing director, 
and for nine years to June, 1938, was sole managing 
director, being also managing director of the Midland 
Bank Executor and Trustee Company, the Clydesdale 
Bank and the North of Scotland Bank. Mr. Hyde's 
evidence before the “ Macmillan” Committee in 1930 
has already become a classic exposition on modern 
banking practice. From 1927 to 1929 he was president 
of the Institute of Bankers, whose examinations he had 
himself taken as a young man, at a time when compara- 
tively few bank officials thought this necessary. His 
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genius for banking and his unique experience made him 
an outstanding figure in the world of finance. 


Sir Sidney Peel 


Sir Sidney Cornwallis Peel has died at hishomein Hill 
Street, W.1, aged 68. He was chairman of the National 
Discount Co., and a director of the Compass Investment 
Trust, S. Japhet and Co., and United States and General 
Trust Corporation. He was also on the English and 
Scottish London board of the Eagle Star Insurance Co., 
and a director and member of the London Committee 
of the National Bank of Egypt. 

In 1918 he was appointed financial adviser to the 
Foreign Office, and as a member of the British delega- 
tion he attended the Peace Conference in Paris. In 
1925-0 he was British plenipotentiary to the Chinese 
Tariff Conference and in 1926-7 a member of the 
Municipal Banks Committee and other Government 
Committees. 

His most recent appointment was to the chairman- 
ship of the Advisory Committee appointed for the 
purposes of the Export Guarantees Act, 1937. Sir 
Sidney had been chairman of the Export Credits 
Guarantee Department Advisory Committee since IgIo. 


Mr. J. F. Darling 


The death has occurred of Mr. John Ford Darling, 
a director of the Midland Bank. Mr. Darling, who was 
in his seventy-fifth year, was a former general manager 
of the York City and County Bank, and later of the 
London Joint Stock Bank. He then became a 
managing director of the London Joint City and 
Midland Bank and retired in 1920, though retaining his 
seat on the board. He was a member of the Colonial 
Economic Development Committee presided over by 
Lord Milne. 
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Appointments and Ketirements 


Barclays Bank 


Mr. Frederick Cecil Ellerton, who has been appointed 
an assistant general manager of Barclays Bank Ltd. on 
the retirement of Mr. B. J. Foster, foreign general 
manager, began his banking career in IgII in the foreign 
branch of the old London County and Westminster 
Bank Ltd. In 1915 he entered the foreign branch of 
Barclay and Company Ltd., whose name was changed 
to Barclays Bank Ltd. in 1917, and was appointed 
exchange manager of the latter institution in 1926. In 
1928 he went to Liverpool as manager of the Foreign 
Branch in that City but returned to London in 1930 to 
resume the appointment of exchange manager of the 
Bank, becoming foreign general manager’s assistant 
in 1933. 

Mr. Ellerton is widely recognized as one of the fore- 
most authorities in the City of London on the theory 
and practice of foreign exchange. He is at present 
chairman of the Lombard Association, of which he has 
for long been a leading and active member. 


British Overseas Bank 

Mr. J. A. Drexel has been appointed chairman on the 
resignation of Mr. Arthur C. D. Gairdner. Mr. Drexel 
is a director of the Bank of London and South America, 
Alliance Investment Co., and the Bankers’ Investment 
Trust. Until a few years ago he was a partner in the 
discount market firm of Wm. P. Bonbright & Co., which 
retired from business last year. 


Chartered Bank of India, Australia and China 

The Chartered Bank of India, Australia and China 
announce with regret that Sir William Foot Mitchell, a 
director of the bank since 1910, has decided to resign 
his position on the board. 


District Bank 

Mr. Richard F. Summers has been appointed a 
director on the resignation from the board of Mr. Henry 
Hall Summers. 
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English, Scottish and Australian Bank 


The City will learn with regret of the retirement, after 
483 years’ service, of Mr. A. A. Shipston, London 
manager and secretary of the English, Scottish and 
Australian Bank. He is succeeded by Mr. F. C. 
Hounsfield, formerly assistant manager. 


Lloyds Bank 


The directors announce that Mr. G. F. Abell, on his 
retirement from the position of chief general manager, 
and Sir Leonard Lyle, Bt., President of Tate and Lyle 
Ltd., have been elected to the board of the bank. Mr. 
Abell entered the Bromsgrove branch of the bank in 
1893, and, after service in London and Worcester, he 
held managerial appointments at Bridgnorth, Stroud 
and City Office. In 1926 he was appointed joint general 
manager and in 1929 became a chief general manager 
with Mr. F. A. Beane. Since the retirement of Mr. 
Beane (now Sir Francis) in 1935 Mr. Abell has held the 
bank’s chief executive position alone. 

At head office the following appointments have been 
made :—Mr. J. V. Jeffs, from West Smithfield, has been 
appointed controller of the advance department. Mr. 
A. E. Griffith has been appointed an inspector of the 
chief inspector’s department. Mr. W. V. Harvey has 
retired, for reasons of health, from active service in the 
chief inspector’s department, and Mr. W. Hedley 
Robinson has been appointed sub-manager of the 
Eastern department. 

Mr. W. Kitchen, from Pall Mall, S.W., has been 
— manager of the new branch, Berkeley Square 

ouse. 

At West Smithfield branch, Mr. B. St. G. Parfitt, 
hitherto inspector, becomes manager. 


Martins Bank 


The directors of Martins Bank intimated early in 
January that they had elected their general manager, 
Mr. J. M. Furniss, to a seat on the board. Mr. Furniss 
is to be congratulated on this tribute to his services. He 
commenced his business career as a junior with the 
Bank of Liverpool Limited, the root from which has 
grown the present extensive business of Martins Bank. 
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After serving in various capacities in the head office 
and in the management of Victoria Street branch, Liver- 
pool, he was transferred to Newcastle-upon-Tyne as 
district general manager of that part of the Bank which 
comprised the branches of the North-Eastern Banking 
Co. Limited in Northumberland, Durham and North 
Yorkshire. Subsequently he returned to Liverpool to 
occupy the position of assistant general manager, and 
in 1933 became general manager. Mr. Furniss is a 
Justice of the Peace for the City of Liverpool, a member 
of the Council of the Institute of Bankers, and President 
of the Liverpool & District Bankers’ Institute for the 
second year in succession. 

During Mr. Furniss’ period of management the Bank 
has made substantial progress, as evidenced by the 
increasing figures of its balance sheet and its wider 
representation throughout the country. Originally the 
Bank’s activities were mainly in the North, with many 
branches distributed over all the northern counties, but 
during the past few years it has opened branches in the 
Midiands and the South, and is now represented in most 
of the important centres. 

A photograph of Mr. Furniss appears as frontispiece 
in this issue. 

Mr. F. J. Brennell, from Southport branch, has been 
appointed manager of the new branch at Reading, and 
Mr. K. Harris-Hughes, from Colwyn Bay branch, 
manager of the new branch at Rhyl. 

Mr. J. W. Mallinson, from Cockermouth branch, has 
been appointed manager of Brampton branch in suc- 
cession to Mr. T. E. Askew, who has been promoted to 
Millom branch. Mr. Askew succeeds Mr. J. W. Bargh 
on the latter’s appointment as assistant manager of 
Kendal branch. 

Mr. H. Parker has been appointed manager of 
Morecambe branch in succession to Mr. F. H. Carlisle 
on his promotion to Barrow-in-Furness branch. Mr. 
R. Ritchie has been appointed assistant manager of 
Morecambe branch. 

The managers appointed to the two new branches in 
George Street, Plymouth, and in High Street, Neston, 
Cheshire, are Mr. Edmund Brown and Mr. J. A. Grimes, 


respectively. 
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Midland Bank 

Mr. R. Rendell has been appointed manager of the 
new branch at 17a, Horseferry Road, London, S.W.1. 


Midland Bank Executor and Trustee Company 


Mr. Peter McFarlane has been appointed manager of 
the new branch at 32, Silver Street, Hull. 


Morgan Grenfell and Co. 


Mr. W. W. H. Hill-Wood and Viscount Harcourt, 
who have for some time held joint procuration for the 
firm, have been appointed directors and managing 
directors of Morgan Grenfell and Co. Mr. P. A. 
Hancock and Mr. R. G. Erskine, who have for some 
years held a joint procuration, will henceforth sign singly 
for the company. 


National Bank of Egypt 


Mr. J. T. Beaty-Pownall, who relinquished the posi- 
tion of manager of the London agency on December 31 
after holding that position for 30 years, has been elected 
a director of the bank and will serve on the London 
Committee. 


National Bank of Scotland 


It is announced that Mr. J. H. C. M’Turk, accountant 
at Paisley branch, has been appointed assistant account- 
ant at head office. His vacancy at Paisley branch is 
filled by Mr. W. A. V. Simpson, accountant at Mother- 
well branch. To succeed Mr. Simpson, Mr. J. A. S. 
Pringle has been appointed accountant with authority 
to sign “ pro agent” at Motherwell branch. 

At Berwick-on-Tweed branch, Mr. J. W. Lyon, 
assistant agent, and Mr. A. H. Southron, a partner in the 
firm of Messrs. Sanderson, Tiffin and Co., have been 
appointed joint agents in succession to Mr. J. S. Tiffin, 
solicitor and agent of this branch, who has retired. 


National Discount Company 


Mr. R. L. Basset has joined the board of the National 
Discount Company. Mr. Basset was formerly chairman 
of the discount market firm of Reeves, Whitburn and 
Co., which was absorbed by the National Discount 
Company in July, 1938. 
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Union Bank of Scotland 

At head office, Glasgow, the retirement is announced 
of Mr. Donald Cameron, chief clerk in the accountant’s 
department. Mr. S. C. Weir succeeds Mr. Cameron as 
chief clerk and has been authorized to sign official docu- 
ments “ pro chief accountant.” 

The following accountants have been authorized to 
sign official documents “pro agent” :—Mr. A. M. 
Robertson, of Stockwell branch, Glasgow, Mr. D. Allison, 
of West End branch, Aberdeen, formerly of Greenock 
branch, and Mr. D. L. Orr, of Greenock branch, formerly 
of West End branch, Aberdeen. 

At Pitlochry branch, Mr. I. D. M. Liddell becomes 
joint agent with Mr. B. W. Liddell, the present agent. 
They will both sign “ joint agent.” 


New Branches 

Lloyds Bank 

A new office has been opened in Berkeley Square, 
London, W.1, which will be known as Berkeley Square 
House. 

A sub-oiftice to Worthing, Findon Valley branch, has 
been opened at 17, King’s Parade, Findon Road, 
Worthing, Sussex. 


Martins Bank 

The bank has opened new branches in George Street, 
Plymouth; High Street, Neston, Cheshire; 6, Station 
Road, Reading; and 7, Bodfor Street, Rhyl. 


Midland Bank 


The Midland Bank announces the opening of a new 
branch at 17a, Horseferry Road, London, S.W.1. 


Midland Bank Executor and Trustee Company 


This Midland Bank affiliate has opened a new branch 
at 32, Silver Street, Hull. The number of branches of 
the company is thus raised to twenty, of which three 
are in London and the remainder distributed among 
seventeen important centres in England and Wales. 
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The Savings Movement in 
Koumania 


By M.. Alex Tomoroveanu 
Deputy Director-General of the National Savings Bank 


VEN before the Savings Bank was set up by the 
kK State in 1881 there was in Roumania a thrift 
movement, which in character was profoundly 
social and which was participated in particularly by the 
masses. The “self-assistance boxes” which existed in 
the workers’ associations and the “ village boxes ” which 
are mentioned in the famous Réglement organique and 
were used by the lower middle class and the peasantry, 
were the first formal evidence of such a movement and 
were also the first efforts to give it organizational form. 
From 1885 savings associations and private savings 
banks appeared in nearly every town in the country, 
and by 1808 there were 145 of them. 

Western economic and political ideas and ideals were 
made popular by Roumania’s statesmen and economists, 
and both urged the creation of that national capital 
which is necessary for the economic development of a 
modern State such as Roumania sought to become. The 
result was the foundation in 1881 of a public corporation 
guaranteed by the State, calied the Savings, Deposit and 
Consignment Office, of which all the financial sections 
of government offices served as_ sub-offices. The 
activity of this new semi-official creation, although 
limited by its nature and organization, which prevented 
it having direct contact with the large peasant popula- 
tion, was none the less remarkable. Its deposits in 1913 
amounted to over fifty-eight million lei (£2,316,460 gold), 
or 7.94 gold lei (£o 6s. 4d. gold) per inhabitant. 

Besides the Savings Banks one must mention the 
People’s Banks, which were just as important to the 
thrift movement, the more so because up to the re- 
organization of the Savings Bank in 1930 they were the 
only financial institution in direct contact with the 
peasantry, i.e. with roughly eighty per cent. of the 
population. Although they were not very well 
organized and made no use of propaganda, their deposi- 
tors in 1913 numbered 81,660 and deposits amounted to 
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17,540,000 gold lei (£695,437 gold). These figures are 
small, but their importance is seen by comparison with 
others :— 

DEPOSITS IN I913 





Gold lei Per cent. 
State Savings Bank .. 58,424,685 19°86 
People’s Banks .. ie ry 17,540,000 5°98 
Commercial Banks os .. 218,000,000 74°16 
Total es .. 293,964,685 100-00 


Before the war the deposits in the Savings Bank and 
the People’s Banks were more than 25 per cent. of the 
total deposits, a figure which indicates clearly the pro- 
gress of saving by the masses during the thirty years 
since it began to be officially organized. 

The favourable position was gravely altered during 
the first post-war years. The fact that the rentability 
of deposits in the commercial banks was much greater 
than that of those in the Savings Bank, the currency 
devaluations and other economic factors resulted in a 
considerable increase in the deposits in the commercial 
banks and the People’s Banks, which became, in effect, 
small commercial banks, and a corresponding decrease 
in the deposits in the Savings Banks. 

DEPOSITS IN 1930 





Gold lei Per cent. 
Savings Bank ss ol 287,038,934 0°79 
People’s Banks a “a 1,617,000,000 4°47 
Commercial Banks .. .. 34,276,000,000 94°74 
>.) ae my ..  36,180,028,934 10000 


In 1930, which marks the culminating point in this 
evolution, the deposits in the Savings Bank amounted 
to 287,000,000 lei (£352,789 gold) and represented only 
0.79 per cent. of the total deposits. Per head that equals 
only 16 lei (£0 os. 5d. gold). 

The People’s Banks made great progress during this 
period. Depositors rose in 1930 to 480,131 and deposits 
totalled 1,617 million lei (£1,987,468 gold). That total 
in proportion to the total deposits was, however, less 
than in pre-war days. 

The banking crisis of 1931, the first result of which 
was the failure of a number of the commercial banks 
and the weakening of the People’s Banks in consequence 








a 
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of the economic crisis, and the insolvency of agricul- 
tural debtors—their principal clients—caused a formid- 
able withdrawal of deposits and, what was much more 
serious, a general loss of confidence in our credit 
institutions. 

Although the Savings Bank was not hit directly by 
the crisis, its reorganization became necessary, particu- 
larly so that it could carry on not merely as hitherto in 
the towns and among the middle class, but throughout 
the whole country, especially in the villages and among 
the peasantry. 

By the laws of 1930 and 1932 the Savings Bank, 
until then part of the Deposits and Consignment Office, 
was made an autonomous public institution called the 
“National Bank of Savings and Post Office Cheques.” 
Authorized to work through the post offices, which exist 
everywhere in the country, the new institution com- 
pletely won public confidence because of its abundant 
funds, its sound investments and the State guarantee it 
had been granted. That the result has been excellent 
is incontestable. From 1930 to 1938 the deposits rose 
from 287,000,000 lei to 3,932,028,450 lei (£3,502,078 gold) 
and deposits per head of the population from 16 lei in 
1930 to 207 lei (£o 3s. 8d. gold) in 1938. In proportion 
to the total deposits, small savings as represented by the 
deposits in the Savings Bank were much greater than in 
1930 and even than in 1913 :— 


DEPOSITS IN 1937 





Gold lei Per cent. 
National Savings Bank ..  3,893,098,401 27°4 
People’s Banks ‘i dis 1,180,000,000 8-3 
Commercial Banks .. ~ 9,139,000,000 64°3 
Total .. a .. 14,212,098,401 100*00 


The table indicates how the proportion of small 
savings has risen and how that has been due to the in- 
crease in Savings Bank deposits and the fall in deposits 
in the other banks. The sums withdrawn from the 
other banks between 1930 and 1937 have been in part 
deposited with the savings banks and in part invested 
in transferable and especially non-transferable securi- 
ties; a considerable sum was still being hoarded. 
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On the one hand the marked confidence shown b 
the public in the National Savings Bank and its methods 
and means of action which enable it to work throughout 
the whole land, and on the other the regulation of de- 
posits in the commercial banks and particularly the 
recent reorganization of the People’s Banks within 
the framework of the co-operative movement, are the 
real reasons why we have the right to believe in the 
great future development of the small savings move- 
ment in Roumania. 


Books 


OxFoRD Economic Papers. No. 1, October, 10938. 
(Oxford : Clarendon Press.) 


THE primary object of this new publication is to 
publish the results of the research work in economics 
carried on at Oxford. We have already had evidence 
of the high quality of some of this work in, for example, 
the Memorandum of Monetary Circulation by Phelps- 
Brown and Shackle (published by the London and Cam- 
bridge Economic Service), which is now supplemented 
by an article, “ An Index of Real Turnover, 1919-36,” 
in the first number of the Economic Papers. Some of 
the figures and conclusions in this paper are extremely 
interesting, but it must be confessed that some of the 
other contributions scarcely fulfil the expectations 
aroused by their promising titles. This applies above 
all to the paper: “The Liquidity-Preference Schedules 
of the London Clearing Banks” by A. J. Brown, which 
seemed most likely to interest the present writer. By 
dint of pedantic diction and a studied obscurantism, 
however, Mr. Brown ensures that not only his statistical 
pyrotechnics, but their precise objects and results, shall 
be largely unintelligible to all save trained statisticians. 
Fortunately, the lay public does not seem likely to have 
missed a great deal, to judge by the platitudinous con- 
cluding remarks. After pulverizing his material with 
great vigour and virtuosity through thirty-three pages, 














BOOKS 241 


strewn with deviations-series, bunch maps and other 
paraphernalia, Mr. Brown can only put forward as his 
chief conclusion “that the liquidity-preference schedule 
.... seems to be in favourable circumstances quite a 
useful instrument for quantitative investigation.” 
Secondly, “It seems possible to draw a tentative con- 
clusion bearing on policy ”—namely, that if the banks 
were more cautious in the boom they could be less 
cautious in the depression! Laboured futilities of this 
kind may cause a flutter in the post-graduate seminars, 
but can only help to intensify the undue impatience with 
academic thought which prevails in banking and 
business circles. Wishing the Oxford Economic Papers 
a successful future, one can only hope that the editors 
will in future insist upon greater realism in all their con- 
tributions. It is most welcome that in one university 
at least economists have escaped from obsession with 
general theory and are producing monographs on 
specific subjects; but it is essential that statistical method 
should remain a means to an end and not become an 
end in itself. W.M.D. 


LigHt INDUSTRIES IN SCOTLAND. (Scottish Economic 
Committee Publication. Price 1s. 6d.) 


THIs is a series of reports by independent experts on 
selected light industries in Scotland. One of the most 
striking facts brought out by these reports is the high 
proportion of Scottish output sold in England, while 
another feature is the Scottish industrialists’ policies of 
quality rather than cheapness. When one considers 
Scotland’s dependence on the basic industries there is 
room for considerable development in the lighter 
industries, and the modern trading estates in the special 
areas should assist this. 


BALANCES OF PAYMENTS, 1937. Published by the League 
of Nations, Geneva, 1938. (London: Allen & 
Unwin. Price 6s. net.) 


EveN though the usefulness of the League of Nations 
as a political factor has, unfortunately, declined during 
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recent years, its usefulness as a provider of information 
and statistical material on international economic and 
financial matters remains as high as ever. The current 
volume of “ Balances of Payments” adds another in- 
valuable reference book to the financial and statistical 
libraries. Before giving detailed accounts of the 
balance of payments of individual countries, the report 
gives a general survey showing broad tendencies during 
the past ten years, and the tendencies in particular items 
such as the flow of long-term capital, the amount paid 
and received in interest and dividends on foreign debts 
and claims, emigrants’ remittances, tourists’ spendings, 
etc. It is a pity that countries which have severed their 
connection with the League of Nations have ceased to 
supply the Secretariat with information based on the 
standard scheme for the collection of statistical material 
on balance of payments. Uniformity in the material is 
most desirable if efforts to improve the information 
available on the subject are to be successful, and from 
this point of view the fact that part of the material has 
to be compiled by the League of Nations from other 
sources in the absence of direct information from 
Germany and other countries is decidedly detrimental. 


MopERN CoMMERCE. By E. SLADEN. (London, 1939: 
Sir Isaac Pitman & Sons, Ltd. Price 3s. 6d. net.) 


Tuts book has been published for the benefit of ad- 
vanced students in commerce by the head of the 
Commerce Department of Swindon College. It covers 
a very wide field and devotes several chapters to the 
banking system, the money market and the foreign 
exchanges. 
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NATIONAL BANK OF BULGARIA. 


Established 1879. 


HEAD OFFICE 
RESERVE FUNDS—LEVA 1,251,278,000. 


CAPITAL—LEVA 500,000,000. 


Managing Deputy Governor: K. GOUNEFF. 
Directors: K. KOLEFF, G 


- - - SOFIA. 


Deputy Governor: Dr. P. KOSSEFF. 


. PROYTCHEFF, Sv. TOCHEFF. 


Transformed into a Central Bank of Issue in conformity with the National Bank of 
Bulgaria Act, 1926, and the recommendations of the Finance Committee of the League of 


Nations of March, 1928. 


BRANCHES AND OFFICES ALL OVER BULGARIA. 
CORRESPONDENTS ALL OVER THE WORLD. 
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INTERNATIONAL BANKING 


Surplus Cash in America 


By a Correspondent 


XCESS liquidity continues to be the chief problem 
of the American banks. The continued large 
influx of gold from abroad served to swell excess 

reserves of member banks of the Reserve System to a 
record high of $3,480,000,000 on December 14. This 
figure was subsequently drawn down substantially as a 
result of tax payments on subscriptions to the new 
Treasury offerings on the following day. But a rapid 
recovery ensued, lifting the total of excess reserves to 
$3,300,000,000 on January 4, and it was expected that a 
new record of close to $4,000,000,000 would be seen by 
the end of January. 

The easy money policy achieved a reductio ad 
absurdum at the turn of the year when two succes- 
sive issues of Treasury discount bills were sold at par or 
better. In other words, the Treasury, so far from having 
to pay interest, was paid to borrow something over 
$200,000,000. Special circumstances, of course, contri- 
buted to this unique development, the principal factors 
being: (1) Purchase of the bills by banks for “‘ window 
dressing” their statements over the year-end; (2) 
Purchase by corporations to avoid taxes on bank de- 
posits levied in certain States and communities; (3) 
Purchase by corporations at the behest of their banks, 
to save the banks the Federal Deposit Insurance 
Corporation assessment of one-twelfth of 1 per cent. 
charged on all deposits. Nevertheless, the underlying 
cause of this achievement by the Treasury of borrowing 
at a negative interest rate was the excessive supply of 
bank money in need of investment and the lack of suit- 
able demand. 

In the light of this situation the Federal Reserve 
authorities announced on December 30 that thereafter 
the Reserve Banks might permit some of their holdings 
of Treasury bills to mature without replacement. They 
indicated, however, that this involved no change in 
policy and that maturities would later be replaced as 
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market conditions warranted. This announcement 
threw a slight chill on the short-term Treasury market; 
but the succeeding statement of the Reserve Banks 
showed no change in the system’s total holdings of 
2,504,000,000 of Government securities, whereupon the 
Government securities markets took on a new burst of 
strength. 

Year-end reports of the commercial banks were 
noteworthy chiefly for the exceptionally large amounts 
of cash shown. The fifteen largest banks in New York 
City showed aggregate holdings of cash amounting to 
$4,841,479,000, or 35.5 per cent. of their total assets, and 
in the case of one large bank cash amounted to 61.3 per 
cent. of all assets. 

For the banking system as a whole the principal 
changes in December were those occasioned by the 
quarterly financing of the Government. Commercial 
loans continued to decline and had reached the lowest 
levels in several years. 

The following table shows the position of weekly 
reporting member banks of the Federal Reserve System 
in 101 leading cities of the country at the end of Decem- 
ber, compared with a month and a year before: 

(In millions of dollars) 
Increase or decrease since 
Dec. 28, Nov. 30, Dec. 29, 


1938. 1938. 1937. 

Demand deposits adjusted .. 15,986 + 27 + 1,555 
Deposits of foreign banks .. 519 + I! - 77 
Total loans and investments 21,649 + 324 + 247 
Commercial, industrial and 

agricultural loans .. 5 3,843 —- 23 — 758 
Loans to brokers and dealers 848 + 136 - 46 
U.S. Government’s, direct and 

indirect .. ea - 9,998 + 210 + 864 
Other securities a y 3,221 > I + 340 
Reserves og oe 7,057 280 + 1,630 


The determination of President Roosevelt and his 
closest advisers to continue large-scale government 
spending with a view to bringing about an increase in 
the national income, in the face of a mounting clamour 
for retrenchment, has been emphasized by a statement 
made at Christmas by Marriner S. Eccles, chairman of 
the Board of Governors of the Federal Reserve System, 
and by the details of the President’s budget message, 
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presented to Congress on January 5. Mr. Eccles issued 
a warning that any attempt at retrenchment in govern- 
ment spending would bring on a new depression. 

Mr. Roosevelt, in his message, proposed a_ budget 
for the fiscal year 1940 calling for expenditure of 
$8,995,000,000 and forecasting receipts of $5,669,000,000 
with an indicated net deficit, the tenth in succession, of 
$3,326,000,000. These figures must be read in the light 
of the fact that each succeeding revision of budget esti- 
mates that President Roosevelt has made has involved 
an increase, the initial estimates of expenditures having 
proved always to be far below the actual result. Thus 
the revised estimates for the current fiscal year, which 
is now half gone, show total expenditures of 
$9,492,000,000, against $8,985,000,000 forecast last July 
and $6,869,000,000 estimated last January. Receipts in 
the current year are expected to reach $5,520,000,000, 
leaving a deficit of $3,972,000,000. 

For the entire period 1931-40 the net deficit is esti- 
mated at $27,279,000,000 and the gross public debt is 
expected to reach $44,458,000,000 by 1940, con- 
trasted with $16,801,000,000 in 1931 and with a statutory 
debt limitation as the law now stands of $45,000,000,000. 
In his latest message the President did not even attempt 
to predict when a balanced budget might be hoped for. 

With the reconvening of Congress the banking com- 
munity will have to contend with the alarums and ex- 
cursions of various banking legislation proposals. 
Senator Carter Glass has prepared a bill to regulate bank 
holding companies which has the support of the Federal 
Deposit Insurance Corporation and Mr. Eccles is under- 
stood to desire legislation designed to eliminate inter- 
bank deposits. The President’s emergency powers to 
devalue the dollar further will expire by June 30 unless 
previously renewed, as will the authority under which 
the Treasury operates its stabilization fund and pur- 
chases newly-mined domestic silver at a premium. The 
Treasury has already indicated that it will ask for the 
extension of the stabilization fund, which will be granted 
without trouble. Some opposition may be raised to 
continuing the power of the President to devalue the 
dollar, but this also is likely to be extended. 

Rumours of an early use of this power which appear 
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to crop up frequently abroad now achieve no attention 
here whatever. The prevailing view is that the 
Administration would be extremely reluctant to devalue 
again and that such a move would be exceedingly un- 
popular. The only circumstances in which another 
cut in the dollar’s gold content might seem likely would 
be in the event of a renewed deep depression, or, con- 
ceivably, in the event that the depreciation of the pound 
sterling were carried to much greater extremes than at 
present, with accompanying adverse effects upon world 
prices. 


Recovery In France 
By M. Mitzakis 


N the whole, the financial situation of France is 
() improving month by month. The taxation 

receipts for the first eleven months of 1938 indi- 
cate a considerable improvement. Under every heading 
there were substantial increases. The total increase 
compared with the corresponding period of 1937 is 
Frs. 83 milliard. The issue of an external loan which 
enabled France to convert French railway bonds issued 
abroad to the amount of Frs. 175 million (French) and 
Frs. 420 million (Swiss) also indicates a recovery of 
France’s external credit after its decline in 1936 and 
1937. 

In the economic sphere there are also satisfactory 
indications of recovery. The year 1938 was favourable 
for agriculture. Industrial production has been increas- 
ing since May, and has particularly benefited by im- 
portant orders received since November. Home trade 
closed the year with an active trend. Even the trade 
balance showed an improvement as a result of the 
devaluation of the franc, which stimulated exports. For 
1938 the adverse balance was Frs. 15 milliard, against 
Frs. 18 milliard for 1937. Allowing for invisible items, 
the balance of payments probably shows a surplus of 
some milliards of francs. Unless unfortunate inter- 
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national developments interrupt the satisfactory trend, 
and if the Daladier Government is allowed to pursue its 
programme of financial recovery undisturbed and 
reduces the excessive fiscal burden of the country, it is 
probable that the year 1939 in France will be one of 
economic recovery. 


The cheap money policy which has been pursued 
since October and which has been applied with increas- 
ing vigour by M. Paul Reynaud took a step forward in 
January this year, when the bank rate was reduced from 
24 to 2 per cent. and the rate on advances against 
securities from 33 to 3 per cent. Even before that, on 
December 12, the Treasury bill rates had been reduced 
to 2} per cent. for one year and 2? per cent. for two 
years, and the Bons de la Defénse Nationale rate to 3} 
for two years. The Paris money market reverted to 
conditions which prevailed during the latter part of 1936 
and during 1931. If the reduction of money rates is 
accompanied by taxation relief, it is likely to stimulate 
materially the revival of trade. 


Oct. 31 Nov. 30 Dec. 31 


0, % 0/ 
= A /0 oO /0 
Bank of France rediscount rate 3 24 2 
Market rate of Bank acceptances .. 2 2% 2} 
Day to day money .. ie wi — 24 2 
Loans on Bons de la Défense Nationale :— 
Market rate for I month .. 2 . 2 24 24 
Market rate for 3 months es “. oa 2} 23 
Loans on Securities :— 
Rate on the Parquet és ae .. 38 3 2} 
Rate on the Coulisse ‘ia ie << 2a 73 52 


The weekly return of the Bank of France has 
displayed remarkable stability since November. On the 
liabilities side it is no longer possible to gain any indica- 
tion from the fluctuation of current account balances 
regarding the operations of the Exchange Stabilization 
Fund. As is shown by the following table, the gold 
reserve has remained unchanged since its revaluation, 
but a decrease of the total of sight liabilities resulted in 
a rise of the reserve ratio to 62 per cent. by the end of 
the year, 
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RETURN OF THE BANK OF FRANCE 


End of Endof End of 
Oct. Nov. Dec. 














(in millions of francs) 
ASSETS 


Gold Reserve iis - Ke 55,808 87,264 87,264 
Foreign Exchange. . i is se 742 863 798 
Discounts (total) .. ai - wi 14,136 11,463 9,698 
Advances on securities .. nF si 4,049 3,832 3,611 

Advances up to 30 days .. us i 2,341 1.722 443 
L oans to the State ais ad 3,200 10,000 10,000 

-rovisional advances to the Sté ite - 48,134 20,627 20,627 


LIABILITIES 


Note circulation .. re ‘i 110,557 9,407 110,934 
Current and deposit accounts :— 26,534 35,558 30,656 

Treasury. a ae i a 1,108 3 531 2,838 

Caisse Autonome ‘ me 2,342 223% 2,222 
Other current and deposit accounts es 22,950 209, 680 25,397 
Sight liabilities .. : sf 137,092 145,025 I41,591 
Percentage of gold cover .. re ..  40°71% 60: 17%, 61-63% 


The figures of the returns of the three leading com- 
mercial banks for November 30 show a substantial 
increase of their deposits since September 30. 

Comptoir 
Crédit National Société 
Statements on November 30, 1938 Lyonnais d’EscompteGénérale 























ASSETS (in millions of francs) 
Cash and Bank of France va a 1,089 998 1,159 
Bank balances .. 1,276 72 1,045 
Portfolio of bills and Bons de la Dé fense 
Nationale discounted ils Pe 7,748 4,419 4,970 
Advances guaranteed .. ~ a 283 489 369 
Current accounts, Debtors... ki 2,897 1,361 2,368 
Shareholders .. Bs a a — —— 302 
LIABILITIES 
Deposits at sight - i id 4,896 4,184 2,731 
Current accounts, Creditors .. .. 6,506 3,766 6,217 
Acceptances... v ica as 317 201 181 
Capital .. - i ag ‘i 400 400 625 
Reserves . . a wa 4 5s 800 448 410 
Total .. ie .. 13,029 9,492 10,671 


The Comptoir National d’Escompte decided to 
distribute an interim dividend of Frs. 15 subject to taxa- 
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tion, while the Société Générale has declared an interim 
dividend of Frs. 73 net on registered shares, and Frs. 
6.67 on bearer shares. The difference is due to the fact 
that the latter shares are subject to a tax of 27 per cent. 
compared with a tax of 18 per cent. on the former. 

In the sphere of Government financing, considerable 
progress has been achieved during 1938, thanks to the 
increased elasticity of the statutes regulating the Caisse 
Nationale. The decrees of May, 1938, authorized this 
institution to finance public works and armaments. Its 
total resources now amount to Frs. 1,100 million. The 
activities of this institution facilitate the mobilization of 
the advances granted by the banks to public corpora- 
tions. 

After some skirmishes between the Chamber of 
Deputies and the Senate, the French Parliament on 
December 31 voted the budget for 1939. Allowing for 
the amendments adopted during the debate, total ordin- 
ary expenditure will amount to Frs. 66,364 million, and 
revenue to Frs. 66,368 million, showing equilibrium on 
paper. The extraordinary budget to be covered by 
means of borrowing amounts to Frs. 28,038 million, of 
which Frs. 25,822 is for national defence. The supple- 
mentary budgets of the Post Office, National Savings 
Bank, etc., show revenue and expenditure balancing at 
Frs. 10,714 million. Total expenditure for 1939 thus 
amounts to more than Frs. 105 milliard, to be covered by 
taxation or loans. The Finance Act contains several 
important clauses. One of them which was subject to 
much opposition, and which is to be deplored from the 
point of view of confidence, definitely organizes the in- 
spection of bank accounts, and in particular the items 
containing the amount of coupons collected. According 
to another clause, the general income tax will be raised 
by one-third for 1939 as a national contribution. The 
Treasury is authorized to issue Treasury bills for Frs. 25 
milliard in 1939. The Finance Minister is also 
authorized to carry through conversion operations. 
The setback in rentes due to international events at the 
beginning of 1939 rules out the possibility of immediate 
operations, even though progress was very promising in 
November and December. The following table shows 
that there is still a fair scope for a rise in rentes. 
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Date of Rate of Jan. 16, 








Securities redemption repayment 1939 
mm 
/O 
Rente 3% perpétual .. .. at any time 100 83 
4% 1917 .. po .. I/1 1943 100 85,5 
4% 1918 .. - .. 1/1 1948 100 85 
5% 1920.. i .. at any time 150 II2 
4% 1925.. 4 - — 50 times 155,30 
value of 
last coupon. 
44% 1932 A... .. I/I 1939 100 86,50 
43% 1937 - -- 1/3 1942 $45°66 153 
Caisse Autonome 5% 1938 .. 1/5 1941 120 102,30 
Treasury Bonds— 
44% 1933 (1,000 frs.) .. at any time 150 970 
4% 1934 (1,000 ,,) .. saad 140 894 
5% 1935 (1,000 ,,) . on 100 950 
Treasury ~— % 1933 (1,000 frs. ) 1/7 1940 IIo 1,036 
% 1934 (1,000 ,, ) 5/I 1939 100 I,OII 
113, 1934 (1,000 ,, ) 5/10 1938 102 1,031 
4, 1935 (1,000 ,, ) 11/3 1938 IoI 1,021 
Dec. 36; 1937 (1,000 ,, ) 1/12 1940 100 1,017 
54% 1938 (1,000 ,, ) 20/2 1941 100 1,032 


Latin America 


Argentina’s New Exchange Policy 


HE past few months have seen important changes 
in Argentine finance, notably the raising of the 
official selling rate of exchange. For these 
changes the principal reason is to be found in the 
present disequilibrium in the trade balance. Due to last 
season’s partial failures of crops, and to the low prices 
for grain, Argentine exports in 1938 suffered a severe 
contraction. This found no counterpart in the import 
trade, however, foreign goods ordered during the pros- 
perity of 1937 continuing to arrive on a heavy scale in 
the following year. Notwithstanding that in recent 
months imports have tended to decline, the latest official 
returns—dated November, 1938—still showed a heavy 
adverse balance, as will be seen from the following 
comparative table. 











252 THE BANKER 








IMPORTS ExpoRTS TRADE BALANCE 
“Market ’”’ ‘‘ Market” 
Values Values 
pesos mn. pesos mn. pesos mn. 
January-November, 1938 1,326-0 I,271°2 —54°8 
” 1937 1,413°9 2,165°7 +751°8 
1936 1,012°4 1,448°1 +435°7 


It is generally computed that Argentina, in order to 
offset outgoings in the national balance of payments, 
needs an export surplus of merchandise trade of around 
400,000,000 pesos per annum. Yet, although the trade 
balance in 1938 was actually heavily adverse, internal 
business in the Republic suffered far less from the reces- 
sion than might have been expected. This general 
resistance of the country’s economy to the sharp swing- 
round in the trade balance has been due in great part to 
the successful pursuit by the Central Bank of a careful 
monetary policy, aimed at levelling out the waves of 
prosperity and adversity characteristic of a primary 
country. 

Although this policy over the past few years has 
spared Argentina violent fluctuations in the exchange 
rate, the growing adverse trade balance and consequent 
shortage of exchange led the Government on November 8, 
1938, to raise the official selling rate of exchange from 
16 to 17 pesos per £. With the official buying rate of 
exchange still at 15 pesos, the Government’s exchange 
profit margin is restored to that ruling for nearly three 
years prior to December, 1936. The purpose of this 
is to build up an adequate fund to finance the system 
of guaranteed grain prices which has again been 
brought into operation for the 1938-39 wheat and linseed 
harvests. The world statistical position of wheat pro- 
mises unremunerative prices, and with producers in 
other countries being given various forms of Govern- 
ment assistance, the Argentine Government has taken a 
corresponding step to protect its basic industry. At the 
same time, of course, the raising of the official selling 
rate increases the cost of importing into Argentina, and 
also adversely affects those concerns whose balance- 
sheets are drawn up in sterling. 

The raising of the official selling exchange rate 
was coupled with another measure which required 
imports after December 1, 1938, to be covered 
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by a prior exchange permit in every case. Thus 
the Government’s supervision of imports has been 
extended, owing to the adverse balance of pay- 
ments, to imports financed through the “free” 
exchange market in addition to those through 
the official market. British exporters should actually 
benefit by this closer control, as also by the recent sharp 
rise in the “free” rate of exchange applied to imports 
from certain competitors. Yet another step in the 
supervision of the import trade is the creation of the so- 
called ‘“‘ Permanent Inter-ministerial Committee for 
Political Economy ” which will co-ordinate the Govern- 
ment’s activities in connection with international trade, 
particularly as regards trade agreements. No important 
changes in policy are involved, but the Government is 
seeking a more efficient means of controlling and 
strengthening its commercial relations with other 
countries. 

Gold is now being shipped from Argentina in com- 
paratively large amounts to make good the deficiency 
in the country’s exports, to provide funds for public debt 
services abroad, and to support the value of the peso. 
Actual shipments of gold in the first eleven months of 
1938 were valued at 90,638,476 pesos (paper) against 
717,585 pesos in the like period of 1937. But as gold 
exports in the first nine months of 1938 were valued at 
only 298,812 pesos, it is clear that the heavy outward 
movement took place in October and November, whilst 
further large shipments to New York were reported in 
the early days of December. 

The recession in Argentine trade continues to be 
reflected in the fall in Buenos Aires bank clearing figures, 
which totalled 38,183 million paper pesos in 1938, against 
41,590 million. The commercial banking situation 
remains normal and, as the margin between banks’ 
borrowing and lending rates has widened somewhat, 
business tends to become rather more profitable. Total 
deposits of the commercial banks at November 30, 
1938, were 3,885.7 million pesos, compared with 
3,924.4 millions at end-July, whilst loans aggregated 
2,885.6 million pesos, against 2,829.4 millions, and the 
total cash holdings 686.9 millions, against 670.7 millions. 
The reserve position of the Central Bank remains very 
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strong, the total of gold and foreign exchange at home 
and abroad as at November 15 being 1,326.2 million 
pesos, compared witha note circulation of 1,050.1 millions 
and representing a ratio to notes and other sight liabili- 
ties of 86.14 per cent. 

The Argentine national fiscal position gives rise to 
some preoccupation. The adjusted figures for the 1938 
Budget as approved by the Chamber of Deputies show 
a prospective deficit of some 77,000,000 pesos, whilst the 
Budget for 1939 now under consideration envisages a 
deficit of about 194,000,000 pesos. Despite this fact, and 
the possible need of fresh borrowing both locally and 
abroad, the Buenos Aires stock markets closed 1938 with 
a buoyant tone, money coming in for investment in a 
gratifying manner. On the whole, the immediate future 
is regarded with moderate optimism, as the quality and 
yield of the fine cereals now being harvested appear to 
be excellent, although maize prospects are uncertain. 


BrAzIu’s IMPROVING TRADE BALANCE 


Brazil’s change of coffee policy in November, 1937, 
whereby her competitive power was increased, appears 
to be justified by results. Total deliveries of Brazilian 
coffee to world markets in the first eleven months of 
1938 amounted to 15,836,000 bags, against 11,890,000 
bags in the like period of 1937. Although the internal 
price of coffee has risen to the benefit of the planters, 
however, the fall in the external value has been severe, 
and has more than counteracted the increase in ship- 
ments registered in the trade returns. There is increasing 
evidence that the crux of the coffee problem is likely to 
be the production of good quality coffees able to compete 
with mild grades from other countries. 

Brazil’s foreign trade position shows an improving 
tendency, the adverse balance of some £4,000,000 
sterling accumulated by April, 1938, having been almost 
eliminated by August, although this contrasted with an 
export surplus of about £6,500,000 in August, 1037. 
Pending the restoration of an adequate export trade 
surplus, the foreign debt continues in default. Also, 
with the present shortage of exchange, there is still a 
delay of three months or more in liquidating importers’ 
obligations. 
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The regulations of August, 1938, which made obliga- 
tory the deposit of funds with the banks, for account of 
the Bank of Brazil, against the supply of exchange cover 
to meet the cost of imported goods, are having an 
important influence upon the movement of banking 
funds in Brazil. Banking statistics in Brazil are pub- 
lished with considerable delay, but the last official return 
as at June 30 last showed that aggregate deposiis had 
risen to 10,897,410 contos of réis, against 9,152,863 contos 
twelve months earlier. Figures are, however, available 
up to August for the State of Sao Paulo alone, and these 
show that deposits in local banks had risen to 
3,759,492 contos, compared with 3,728,734 contos in 
July, against which the total of cash had fallen to 
803,381 contos from 957,498 contos. Reports were 
current that during August and September upwards of 
1,000,000 contos had been transferred to the Bank of 
Brazil in Sao Paulo, Rio de Janeiro, Minas Geraes, and 
Rio Grande do Sul. This sterilization of large funds in 
the Bank of Brazil is tantamount to deflation, which 
naturally causes some concern among banking and 
commercial interests, particularly in regard to the 
seasonal financing of coffee, cotton, and other crops. 
Meanwhile Brazil’s total currency note issue continues 
to expand, the end-November figure being 4,812,528 con- 
tos, compared with 4,449,466 contos twelve months 
earlier. The attainment of a balanced Budget should 
make further currency expansion unnecessary, and the 
Federai Government is making serious efforts towards 
achieving fiscal equilibrium during the coming financial 
year. 

In his message marking the end of the first year of 
the new Constitution, the President of Brazil, comment- 
ing upon the increase in the note circulation, emphasized 
that Brazil lacked the Central Bank necessary for regu- 
lating the monetary ebb and flow. With regard to the 
powers in respect of the nationality of foreign banks’ 
shareholders provided in the Constitution, President 
Vargas stated that it did not suit the economic situation 
of the country to apply this principle hurriedly. It was 
not intended to be a politicai measure impeding the 
influx of foreign capital or discriminating against capital 
already in Brazil. 

A progressive increase has occurred during recent 
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years in the total of deposits in Federal Savings Banks 
in Brazil. The 1937 figure of 1,562,000 contos compares 
with no more than 777,000 contos in 1933. In this 
connection a Decree has been signed defining certain 
offences against public savings, which include the 
fraudulent or rash management of banks, public savings 
concerns, and similar institutions. 
URUGUAY 

In Uruguay, a Decree authorized the Banco de la 
Republica to raise as from January I, 1939, the 
“controlled” selling (or importers’) rate of exchange 
from 8.58 pesos to 9.50 pesos per £. This “controlled” 
selling rate is that applicable to the import exchange 
quotas authorized monthly for various countries, 
including Great Britain. In view of the raising of the 
corresponding exchange rate in Argentina in November, 
this action on the part of Uruguay was not unexpected, 
and may be ascribed to the short supply of export bills 
due to continued low shipments of wool. 

CHILE 

There is no outstanding change in the banking situa- 
tion in Chile, where, under the control of the Central 
Bank, the position remains liquid. It is possible, how- 
ever, that rather more difficulty lies ahead for the 
thriving manufacturing industries, inasmuch as the 
latter are finding it less easy to collect amounts owing, 
with the result that more banking credit is continually 
being called for. Chile’s economy nowadays rests 
mainly upon copper, which represents almost one-half 
of total exports by value. The country’s future, there- 
fore, depends very largely upon external influences, 
notably industrial conditions in the United States, par- 
ticularly as these affect copper production. With the 
recent improving tendency in the prices of metals, 
Chile’s external trade should revive somewhat, but 
meanwhile stringency for sterling and dollar cover con- 
tinues in the foreign exchange market. 

PERU 

The outlook for the 1939 cotton crop in Peru is satis- 
factory, and it is hoped that the outcome will result in 
a resumption of the prosperity which was interrupted 
by the failure of the 1938 cotton crop. 

Colombia and the Central American countries continue 
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to benefit by the high price of mild coffees in New York. 
The coming coffee crops in these countries are expected 
to be good, with the exception of Venezuela, where the 
crop may be only one-third of normal. It is considered 
that prices of mild coffees may be fairly well maintained. 





SWEDEN 

N spite of a general improvement of business activity 
| and great liveliness in the building industry, Decem- 

ber was on the whole a rather quiet month for the 
Swedish joint-stock banks. Their unusually high cash 
holdings remained almost unchanged, being at the close 
of the year kr. 601 millions, of which kr. 428 millions 
were deposits at the Bank of Sweden. Both deposits 
and advances showed increases, the former by kr. 23 
millions to a total of kr. 4,260 millions, and the latter 
by kr. 3 millions to kr. 4,338 millions. 

International politics having been slightly less un- 
settled, the Swedish banks have been less reluctant to 
grant credits to foreign banks; hence an increase in 
foreign bank credits by kr. 19 millions to kr. 196 millions. 
At the same time there has been some withdrawal of 
foreign funds from Sweden, the Bank of Sweden’s net 
balance with foreign banks having declined from kr. 402 
millions to kr. 331 millions, while foreign deposits with 
Swedish banks have been reduced by kr. 17 millions to 
kr. 192 millions. Part of the reduction of the Bank of 
Sweden’s balance with foreign banks has been offset, 
however, by an increase of the foreign bills portfolio, 
which has risen by kr. 35 millions to kr. 386 millions. 
A large part of the Bank of Sweden’s foreign holdings, 
which at the beginning of 1938 were chiefly sterling 
holdings, have in recent months been converted into 
dollar balances. The aggregate foreign holdings of the 
Bank of Sweden and the Swedish joint-stock banks rose 
slightly during December from kr. 605 millions to kr. 717 
millions. No gold purchases have been undertaken 
during the month under review, the gold reserve at the 
turn of the year being unchanged at kr. 707 millions. 

During January some of the medium-sized banks 
have published their results for 1938, which on the whole 
have been satisfactory. Thus the Upplands Enskilda 
Bank reported net profits kr. 1.4 millions, which made it 
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possible for the Board to raise the dividend from 5 to 6 
per cent. and to increase its reserve fund to kr. 3 millions 
by a transfer of kr. t million. The Goeteborgs Handels- 
bank also increased its dividend, in this case from 3 to 4 
per cent., net profits after substantial provision for 
depreciation being kr. 1.2 millions. At the time of 
writing, the larger ‘Swedish banks have not yet published 
their results, but it is generally expected that the Skan- 
dinaviska Banken will increase its dividend, as would be 
justified by its present strong position. 


HOLLAND 


ROYAL decree was issued in December authoriz- 
A ing the Netherlands Bank to withhold in future 

information about the amount of its gold reserve 
held abroad. Until then the weekly returns had always 
indicated the amount kept abroad, which for some time 
had been about a quarter of the total gold holding. 
Following upon this decree, large amounts of gold were 
shipped by the Netherlands Bank to London and New 
York. A National Socialist Deputy raised the question 
in the Dutch Parliament, maintaining that the dispatch 
of gold to London and New York would threaten the 
country’s independence and neutrality in the event of 
a European war. The German Press adopted a similar 
attitude. Dr. Colijn, the Prime Minister, replied that the 
gold consignments had been made on technical financial 
grounds and had nothing to do with politics. He added 
that the independent attitude of the Netherlands was 
sufficiently known abroad. The Secretary of the 
Treasury explained that the greater part of the gold sent 
abroad by the Netherlands Bank had been sent to Lon- 
don and New York because the greater part of the Dutch 
Exchange Equalization Account’s operations were in 
sterling and dollars. 

The reason why the Dutch authorities decided to 
withhold information about the amount of gold held in 
these centres was that it is necessary to keep Exchange 
Equalization Account transactions secret as far as 
possible. 

Acting at the request of the Bank of England, the 
Netherlands Bank asked Dutch banks to refrain from 
carrying out speculative transactions against sterling. 
The Dutch banks promised their co-operation. 
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The Amsterdam banking house of de Bary & Co. 
repurchased 6 million guilders’ worth of its own shares. 
At the same time its balance sheet shows a considerable 
reduction of its foreign credits. It is consequently 
assumed that the bank acquired part of the holding 
which was formerly in the possession of the Deutsche 
Bank. These transactions constitute further important 
progress towards the reduction of German interest in 
Dutch banking. At one time the extent of German con- 
trol in the Dutch banking system was a source of concern 
to the Dutch authorities, but during recent years this 
has been materially reduced, largely through the ex- 
change of holdings of Dutch shares against frozen Dutch 
credits in Germany. Apart from this, several banking 
houses, which were formerly German affiliates, among 
them Mendelssohn & Co. of Amsterdam, have now 
become entirely Dutch. 


BELGIUM 


Holland is not the only country which has transferred 
a large part of its gold holding abroad. According to 
information published in Brussels, £62 million of the 
gold of the National Bank of Belgium had by March 
last year been shipped to London. The German Press 
attacked the Belgian Government, stating that as a 
guarantor of the independence of Belgium, Germany 
could not remain disinterested in the question of the 
transfer of gold abroad. German papers stated that the 
Belgian Government would lose its freedom of action in 
depositing a large part of its gold in London, for in the 
event of an Anglo-French violation of her neutrality she 
would have to take into consideration the possibility of 
a confiscation of her gold. The absurdity of the attack 
on Belgium, like that on Holland for the same reason, 
is only too obvious. It is entirely an internal matter 
for the Netherlands Bank or the National Bank of 
Belgium to decide where to keep their gold reserves, and 
the German efforts to influence their decision amount to 
unwarranted interference with the internal affairs of a 
sovereign State. 

CZECHOSLOVAKIA 


A banking group headed by the Anglo-Czechoslovak 
and Prague Credit Bank has purchased the French hold- 
ing of shares in the Skoda works. It was reported that 
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the holding would pass into German hands, but the main 
object of the transaction was in fact the opposite one 
of preventing the sale of the share-holding to Germany. 
The payment of the purchase price, which amounts to 
some £2 million, will be made in the form of goods 
deliveries by the Skoda works over a series of years. 

Negotiations for the granting of an Anglo-French 
loan of £20 million to Czechoslovakia, in addition to the 
£10 million granted in October, were resumed in 
January. The Czechoslovak Government is prepared 
to submit the expenditure of the proceeds of the loan to 
British control, in the same way as the employment of 
the £10 million was submitted to the control of Mr. R. J. 
Stopford, who is attached to the Czechoslovak National 
Bank to countersign every draft on the unspent balance 
of that loan. A small part of the loan is used for pro- 
viding transfer facilities for emigrants. 


ITALY 


In connection with Mr. Chamberlain’s visit to Rome, 
rumours about the granting of credits to Italy once more 
revived. Judging by the composition of the British 
delegation, however, it seems most unlikely that financial 
and economic questions were discussed at all. It is 
probable that there will be separate discussions concern- 
ing financial and commercial matters, but their main 
object will be, not to stimulate British exports to Italy 
through the granting of credits, but to stimulate Italian 
exports to Great Britain. This is necessary in order to 
liquidate the large clearing balance in favour of Great 
Britain on the Anglo-Italian clearing account. As a 
result of these large balances, it is several months before 
British exporters can obtain payment. 


JUGOSLAVIA 


The Jugoslav authorities decided in December to 
raise the sterling-dinar rate in order to stimulate Jugo- 
slav exports to Great Britain. The rate paid to ex- 
porters in general was raised from 238 to 262, but certain 
exports received a more favourable rate. The object of 
this measure was to divert some trade from Germany to 
countries with free exchanges. In January a further 
step in the same direction was taken, when the National 
Bank of Jugoslavia allowed the reichsmark rate to 
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depreciate materially. For three months after the con- 
clusion of the new exchange clearing agreement with 
Germany, the National Bank supported the reichsmark 
rate at 14.30 dinars, but in January it suspended its inter- 
vention and allowed the rate to find its level. As a 
result, it became less attractive for Jugoslav exporters to 
sell their goods in Germany rather than elsewhere. 


POLAND 


The Export-Import Bank, which is the American 
equivalent of the British Export Credits Guarantee 
Department, has arranged a credit of $6 million for the 
purpose of financing the export of cotton to Poland. The 
intermediation of the Export-Import Bank was neces- 
sary because Polish importers required credits for longer 
pericds than co days, which the New York banks were 
unwilling to grant. The importance of the transaction 
lies in the fact that this is the first occasion on which the 
United States authorities have gone out of their way to 
grant financial support to a European country. It is 
believed that similar transactions are contemplated also 
with other European countries. 


CHINA 


The American Export-Import Bank made a political 
move also in the Far East in granting commercial credits 
to China to the amount of $25 million for the financing 
of American exports. A large part of the credit will 
be devoted to the purchase of motor lorries for the pur- 
pose of securing communication between the unoccupied 
regions of China and Burma and French Indo-China. 
For the same purpose the British Export Credits 
Guarantee Department has granted China facilities to 
the amount of £500,000. 

The Japanese authorities are making efforts to 
remove from circulation the notes of the Central Bank 
of China, the Bank of China and the Bank of Com- 
munications. These notes are now officially quoted at 
a discount in occupied districts of China in terms of the 
Japanese-controlled Federal Reserve Bank notes, but in 
practice they are still at a premium. According to the 
arrangements made, these notes are to go out of circula- 
tion after March, 1930. 
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WESTMINSTER BANK LIMITED 








BALANCE SHEET 


LIABILITIES 
























Capital: £ ad 
Authorized: 7,500,000 Shares of £4 each . . ‘ ‘ £30,000,000 
3,000,000 Shares of Ll each . ° ° ° 3,000,000 
Issued: 
7,070,990 Shares of £4 each, £1 paid . ° e e ° ° ° ° 7,070,990 0 0 
2,249,167 Shares of £1 each, fully paid ° . ° e e . ° 2,249,167 0 0 
9,320,157 0 0 
Reserve . . ‘ ; ‘ ‘ ‘ 9,320,157 0 0 
Current Deposit and oes Accounts including anions for 
Contingencies . . - £343,245,391 10 9 
Balances in account with Subsidiary Quentin. ‘ ‘ 2,975,391 12 9 
346,220,783 3 6 
Notes in circulation in the Isle of Man ° ‘ - ‘ 12,927 0 0 
Acceptances, Endorsements, and other Engagements on account of tne . 24,176,283 5 0 
Profit and Loss Balance, as annexed . . ° e e ° ° e a 1,089,881 13 | 
R. E. BECKETT) CHARLES LIDBURY, Chief General Manager 
M. N. HOGG , Directors £390,140,189 1 7 
HUNSDON ) W. W. MAKIN, Chief Accountant mn ecient 
Dr. PROFIT AND 
£ 


To Interim Dividend of 9 per cent. (Jess Income Tax) on the £4 Shares paid in August last 461,382 
, Interim Dividend of 64 per cent. (Jess Income Tax) on the £1 Shares paid in August last 101,915 


oon WY 
oo = o 





» Bank Premises Account ; . ° P j , ‘ F i . 100,000 
»» Officers’ Pension Fund ; 3 ‘ 2 F - 300,000 
» Further Dividend of 9 per cent. (ess eee Tax) sutton 18 per 

cent. for the year on the £4 Shares (£1 paid up) . - £461,382 2 0 
» Further Dividend of 6} per cent. (Jess Income Tax) tie 124 

per cent. for the year on the £1 Shares . é . 101,915 7 7 
» Balance carried forward . : P ‘ ‘ ° . 526,584 3 6 

1,089,881 13 1 








£2,053,179 2 8 











AUDITORS’ REPORT TO MEMBERS OF WESTMINSTER BANK LTD 


We have examined the above Balance Sheet and compared it with the Books at Lothbury, Lombard Street, 
and Threadneedle Street, and with the Certified Returns received from the Branches. We have verified the 
Cash in hand and Bills Discounted at Lothbury, Lombard Street, and Threadneedle Street, and the Cash at 
the Bank of England. We have also verified the Securities held against Money at Call and Short Notice, and 
the Investments of the Bank. We have obtained all the information and explanations we have required, and 
in our opinion the Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state 
of the Bank’s affairs, according to the best of our information and the explanations given to us, and as shown 
by the Books of the Bank. 


TURQUAND, YOUNGS, McAULIFFE & CO. | 
KEMP, CHATTERIS, NICHOLS, SENDELL & CO. | Chartered | 
PRICE, WATERHOUSE & CO. Accountants | 


STEAD, TAYLOR & STEAD 
Auditors London, 9th January 1939. 
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December 31st, 1938 


ASSETS 


| Coin, Bank Notes, and Balances with the Bank of England . 


| and Ireland 
| Money at call and short notice . 
| Bills Discounted 


Investments at, or below, Macket Vedew 

| War Loan and other Securities of, or guaranteed by, ¥" 
British Government (of which £1,412,805 7s. 6d. 
lodged for Public accounts and for the Note Issue in the 
Isle of Man) 


British Corporation Stocks ons wien lawaptmnante. "There 
is a contingent liability for uncalled ew in respect 7 a 
portion of these Investmenis : : 


Advances to Customers and other pn 
Balances in Account with Subsidiary Companies 


per contra 


Westminster Foreign Bank Limited: 
8,000 £20 Shares, fully paid } 
92,000 £20 Shares, £10 paid ) 


Ulster Bank Limited: 
200,000 £15 Shares, £5 paid . ; ; P 


Bank and other Premises (at cost, /ess amounts written off ) 


LOSS ACCOUNT 


By Balance brought forward from 31st December, 1937 








R. E. BECKETT ) CHARLES LIDBURY, Chief General Manager 
M. N. HOGG » Directors 
HUNSDON ) W. W. MAKIN, Chief Accountant 








WESTMINSTER BANK LIMITED 


Balances with, and San in course of collection on, other lossuane in Great Britain 


110,252,250 15 5 


1,933,882 9 7 


134,044,383 14 4 
85,460 8 7 





Liability of Customers for Sanya, wermee “a amees ngngnnane, as 


Shares in Subsidiary rn (at cost, ino amounts written off ): 


£ s. d. 
. 1,080,000 0 0 


- 1,912,500 0 0 







£ s. d. 
37,077,853 14 3 
12,775,170 15 5 
20,803,190 12 6 
40,942,785 8 9 


112,186,133 5 0 


134,129,844 2 11 


24,176,283 5 0 


2.992,500 0 0 
5,056,427 W7 9 


£390, 140, 189 1 7 











Cr. 





£ s. d. 
496,018 5 11 


» Profit for the year, after providing for Rebate, Income Tax, and ‘Nasional Defence 
Contribution, and after appropriations to the credit of Contingency Accounts, out of 
which accounts full provision for Bad and Doubtful Debts has been made 


- 1,557,160 16 9 





£2,053, 179 2 8 
or 


STATEMENT PURSUANT TO THE COMPANIES ACT 1929 


Directors’ Remuneration, including Income Tax, and Fees paid to them by Subsidiary Companies, amounted 
to £44,080 6s. 7d. Such of the aggregate profits of the Subsidiary Companies for the year as have been 
declared in dividends are included in the Profit and Loss account above. The undivided balances of the profits 
of the Subsidiary Companies have been carried forward in the accounts of those Companies. 


London, 9th Fanuary 1939. 
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Kank Meeting 
BARCLAYS BANK LIMITED 


REACTIONS OF THE INTERNATIONAL CRISIS 


THE ECONOMIC SITUATION 


MR. EDWIN FISHER’S SPEECH 





Barclays Bank Limited was held on 
Thursday, January 19, at Southern 
House, Cannon Street, London, E.C. 


Mr. Edwin Fisher (Chairman) presided. 


The Chairman stated that the total of 
their Current, Deposit and Other Accounts 
on December 31 last amounted to 
£433,081,185 and revealed a slight reduc- 
tion from the figure of £434,645,323 at the 
end of 1937. 


If one compared the movements in the 
total of their Current, Deposit and Other 
Accounts from month to month in 1938 
with those in 1937, it would be seen that 
there had been remarkably little change. 
This was considered a most satisfactory 
feature, for during the past year, in view 
of the general atmosphere of uncertainty 
at times prevailing, which resulted in a 
large withdrawal of foreign balances from 
London, a wider fluctuation in the figures 
might have been expected. 


Their cash in hand and with the Bank 
of England at the end of December last 
stood at £53,241,449, and this asset to- 
gether with the three other exceptionally 
liquid items, namely, balances with other 
British banks and cheques in course of col- 
lection; money at call and short notice; 
and bills discounted represented no less 
than 34.38 per cent. of their Current, De- 
posit and Other Accounts at the end of 
the year. 


THE CRISIS AND THE MONEY 
MARKET 


Proceeding, the Chairman referred to 
the fact that the international crisis in 
September had been partly responsible for 
some rise in 1938 in discount rates for 
high-class bills, the average rate at which 
three months’ Treasury Bills had been 
allotted in response to the weekly tenders 
being 12s. 4d. per cent. per annum, com- 
pared with the low figure of 11s. 2d. per 
cent per annum in 1937. 


Continuing, he said that in addition to 
its effect on discount rates, the crisis had 
other reactions on monetary conditions in 
this country. London had been for 
generations the principal international 
monetary centre of the world. Foreign 
money employed in international markets 
was, however, always liable to sudden 
movements and the possibility of such 
movements was greater when, as in recent 
years, a considerable part of the foreign 
balances held in international centres ap- 
peared to be ‘“‘ fugitive’? money seeking 
temporary security rather than profit. It 


T 44th ordinary general meeting of 


was not, therefore, surprising to see, as th | 
result of the crisis in September last, larg i 
transfers of these balances taking plac 
from London to New York, a centre fy 
removed from the fears that overshadowed 
Europe. 


To the extent that the recent withdraws! 
of balances from London represented a r. 
patriation of money, due to a revival oj 
confidence in its country of origin, th: 
movement was healthy, for any reduction 
in the volume of funds moving from om 
centre to another for no other purpose than 
to seek a refuge from temporary unce:. 
tainty would eventually tend to improve 
the stability of the exchange and money 
markets of the world. Reasonable stability 
in exchange quotations was a prerequisit: 
to the satisfactory conduct of international 
trade, and the aim should be to maintain 
conditions in which overseas business could 
be carried on without the risks attaching 
to frequent wide movements in the relative 
values of currencies. 


INCREASED ADVANCES 


Referring to the advances, the chair- 
man stated that there had been an increase 
in the total to £199,452,980 at the end of 
December last, against £196,264,896 on 
December 31, 1937. 

The detailed analysis of the advances 
which was made at the end of October last 
showed that at that date the number of 
customers having advances from the Bank 
was 216,210 and the average advance was 
£893. 


; 


AGRICULTURE 
The accommodation which they had 
granted to farmers, as at the end of 
October last, amounted to nearly 


£14,000,000, and represented about 7 pet 


cent. of the total of their advances then 
outstanding, the number of farming 
customers having advances being some 


21,000. 


In addition to a general fall in agricul- 
tural prices last year, there was a heavy | 
decline in the prices for certain products 
which naturally affected some districts | 
more than others. In these districts the 
position of the farmer was serious and, in 
view of the national importance of the in- 
dustry, this was a matter for genuine con | 
cern. Fortunately, British farming was 
very diverse in character. At the same 
time, this diversity was a difficulty which 
faced the Government in its attempts t 
afford assistance to the industry as 4 
whole, for what might help one farmer 
might be of no assistance to another. 


, 


vide 
agri 
shou 
their 


he h 
vide 
to fi 
of la 
stan 
term 
the | 
thos 
wort 
ever 


ende 
all « 
bad 
cies, 
sum 
ward 
total 
The 
Cont 
Redi 
maki 
reco! 
the 
10 | 
share 


leavi 
be ci 


situa 
1938 
minc¢ 
coun 
than 
able 
the | 
not 

worl: 
essen 
the | 
cour: 
sett] 
natu 
enter 
outlc 


every 
and 
to it 
that 
livin 
os 
n 

had 
to pr 
to v 
twel) 
futur 


decli 





3 the 
large 
lace 








was 














265 


It was not for them as bankers to pro- 
vide permanent or long-term capital for 
agriculture or for any other industry, for 
should they do so, they would be lessening 
their general usefulness to the community 
and exceeding their proper functions. As 
he had already pointed out, they did pro- 
yide accommodation of a banking nature 
to farmers and, in case of need, a degree 
of latitude was allowed, where the circum- 
stances justified a departure from the 
terms governing the advance, for it was in 
the interests of the Bank, no less than in 
those of its customers, that borrowers 
worthy of credit should be assisted when- 
ever it was possible to do so. 

NET PROFIT 

The net profit of the Bank for the year 
ended December 31 last, after payment of 
all charges and making provision for all 
bad and doubtful debts and for contingen- 
cies, amounted to £1,926,457 18s. 8d. The 
sum of £511,390 15s. 3d. was brought for- 
ward from December 31, 1937, making a 
total to be dealt with of £2,437,848 13s. 11d. 
The directors had appropriated £250,000 to 
Contingency Account and £150,000 to 
Reduction of Premises Account. After 
making these appropriations, the directors 
recommended the payment of dividends at 
the same rates as previously, namely, 
10 per cent. per annum on the ‘“‘A”’ 
shares and 14 per cent. per annum on the 
“B” and ‘‘C’’ shares, less income tax, 
leaving the sum of £527,719 I9s. 11d. to 
be carried forward. 


THE ECONOMIC SITUATION 


Dealing with the general economic 
situation, Mr. Fisher said that the year 
1938 would be inevitably linked in their 
minds with the crisis which brought the 
country to the brink of war little more 
than three months ago. The immeasur- 
able relief that swept over the world after 
the Munich Agreement had, unfortunately, 
not been followed by that confidence in 
world political conditions which was so 
essential to prosperity. Various factors in 
the economic situation appeared to be en- 
couraging, but in an atmosphere of un- 
settlement and restlessness there was a 
natural disinclination to do business or to 
enter into forward commitments until the 
outlook became clearer and calmer. 


It was a sad reflection that in almost 
every part of the world human energies 
and natural resources were being diverted 
to increasing armaments, with the result 
that progress in raising the standard of 
living must be retarded, if, indeed, the 
standard itself was not actually reduced. 
In present conditions, the United Kingdom 
had no alternative but to take every step 
to perfect its defences. 


It was in these conditions that one had 
to view the economic events of the past 
twelve months and the prospects for the 
future. It would be unreasonable to ex- 
pect that this country could escape the 
decline in trade that had affected other 


nations, and it was, therefore, not sur- 
prising that, in spite of the growth of pro- 
duction for armaments, there had been a 
decrease in industrial output and a rise in 
unemployment. The tendency towards a 
lower level of activity had not, however, 
assumed serious proportions. 
OVERSEAS TRADE 

Continuing, the Chairman said that the 
importance of the export trade had been 
emphasized again and again. The subject 
lost nothing of its importance by repeti- 
tion. The dependence of the United King- 
dom upon export business, as an outlet for 
a substantial part of its production and for 
securing the foodstuffs and raw materials 
which were needed, was self-evident. The 
steps which the Government were taking, 
therefore, to obtain fairer competitive con- 
ditions for British products in markets 
abroad were of great moment. The 
arteries through which the streain of inter- 
national trade ought to flow had become 
numbed and atrophied, and any measures 
that could revive and stimulate the flow of 
goods between one country and another 
were welcome. It was for this reason that 
the proposal to extend the Export Credits 
Guarantee Scheme was encouraging. 


ANGLO-AMERICAN AGREEMENT 

The signing of the Anglo-American 
Trade Agreement was no ordinary achieve- 
ment, for, apart from the benefits which 
must surely accrue as an immediate and 
direct result of the Agreement, it would 
have a far-reaching influence, wide in its 
scope, and possessing infinite possibilities. 

THE FUTURE 

In conclusion, Mr. Fisher said: ‘‘ The 
passing of the year 1938 leaves us with few 
regrets. But if it has been memorable for 
the anxious times through which we have 
passed, it has also been memorable for the 
steadiness and solid purpose which have 
been displayed by the nation, even when 
conditions seemed most threatening. Events 
have crowded in, one upon the other, with 
great rapidity and hopes, based upon a 
state of affairs to-day, too often become 
dissipated in the changing tide of events 
on the morrow. Who can speak with any 
certainty of the future while the present 
uncertainty in international affairs persists? 
If the feeling of unsettlement could be dis- 
pelled, economic improvement would 
surely follow. Business enterprise has 
been held in check, but, in a clearer and 
more certain atmosphere, there is no doubt 
that confidence would be re-born, that 
funds now awaiting investment would be 
made available and British trade would re- 
ceive that fresh impetus which is so much 
needed. In any event, there is no room 
for pessimism in our creed. Let there be 
faith in the future, faith in the ability of 
this country to surmount its own difficul- 
ties, and faith that the efforts which are 
being made in the cause of world peace 
will not be set at naught.’’ 

The report and accounts were adopted 
and other ordinary business transacted. 
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DISTRICT BANK 


FURTHER INCREASE IN DEPOSITS 





CHECKING TOTALITARIAN COMPETITION IN EXPORT TRADE 


SIR R. NOTON BARCLAY’S ADDRESS 


meeting of shareholders of District 

Bank Limited was held on Friday, 
January 27, at the Head Office, Spring 
Gardens, Manchester. 


’ ‘HE one hundred and ninth annual 


The Chairman, Sir R. Noton Barclay, 
presided, and in moving the adoption of 
the report and balance sheet, said: 

My Lord, ladies and gentlemen—The 
balance sheet figures for the past year are 
before you and, with your permission, I 
will take them as read. I propose, how- 
ever, to refer briefly to one or two items. 


I am pleased to report a further in- 
crease in the current, deposit, and other 
accounts, which reached the figure of 
nearly £83,500,000; about £2,400,000 
more than last year. Such a high figure 
is unprecedented in the history of the Bank, 
and is particularly gratifying in view of 
the fact that during the latter part of the 
year we, in common with other banks, had 
to meet considerable withdrawals of money 
lodged with us by overseas customers. 
That these outgoings were more than made 
good may be attributed to the steady 
growth of our domestic deposits and the 
increased scope of our activities. 


Our assets conform to the usual high 
standard of liquidity, cash and other short 
assets representing 31.6 per cent. of our 
deposit liabilities. These first lines of de- 
fence, added to our large holdings of gilt- 
edged investments, which show little 
change over the year, provide us with a 
total of no less than £55,692,000. The 
market value of investments is still con- 
siderably in excess of the figure shown in 
the balance sheet. The principal change 
in assets is an improvement in our ad- 
vances, which show an increase of over 
£1,700,000. Our present total lendings 
are well spread. Industries classified under 
the headings of textiles; heavy industries; 
agriculture and fishing; food, drink, and 
tobacco; shipping and transport; building 
trades; miscellaneous and retail trades; 
local government authorities and public 
utility companies; and miscellaneous pro- 
fessional and private advances all show 
increases. There have, however, been 


slight decreases under the headings of 
mining and quarrying; leather, rubber, 
and chemicals; and finance. 


Our profit is arrived at after full pro- 
vision has been made for bad and doubt- 
ful debts; the figure of £508,808 is a little 
less than that tor the previous year, but 
we consider the result satisfactory, having 
regard to the difficult trading conditions of 
i938, the increase in taxation, including 
the National Defence Contribution, for all 
of which we have provided. 


With the amount of £285,611 brought 
forward, the disposable profit is £794,419. 
The directors have appropriated £70,000 to 
pensions and annuities fund and £60,000 
to write down bank property. It is now 
recommended that a final dividend of 
9s per cent. actual should be paid on 
the A and C shares, which, together with 
the interim dividend at the same rate, 
makes 184 per cent. for the year, as com- 
pared with 174 per cent. for the previous 
year. It is proposed to pay a final divi- 
dend on the B shares of 5 per cent. actual, 
making the maximum dividend of Io per 
cent. for the year. There remains to be 
carried forward to the current year’s ac- 
counts the sum of £287,894. 


BANKING AND THE CRISIS 


The political crisis which occurred in 
September last year placed a great strain 
upon the Government, public services, the 
banks and all sections of the community. 
Our own experience, as shown by the 
monthly averages which we publish, was 
that our deposits actually increased during 
the month of international turmoil; the in- 
crease continued, without interruption, for 
a period which both preceded and followed 
the crisis. 


In recent months sterling has shown 
considerable weakness and the resources of 
the Exchange Equalization Fund have been 
heavily strained in its support. It has 
been found expedient to restore the method 
of embargoes, which cover foreign lending, 
forward dealings in gold, advances against 
gold, and speculative exchange transac- 
tions. I must admit to a dislike of em- 


bargoes unless other methods have been 
I feel that if the 


tried and have failed. 
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resent Bank rate were made effective by 
the market rate of discount being permitted 
to rise to its normal relationship to Bank 
rate, the sale of sterling would be less 
attractive. 


While an advance in market rates 
would increase the cost to the Government 
on short-term borrowing, it is to be antici- 
pated that this adverse factor would be 
offset since the consequent strengthening of 
sterling should contribute materially to a 
better market for gilt-edged securities, and 
so facilitate cheaper long-term borrowing 
by the Government under their programme 
of rearmament finance. The Treasury 
should benefit also from an improvement 
in capital values by an increased yield on 
death duties. 


EXPORT TRADE DIFFICULTIES 


In last year’s address the many difficul- 
ties which then beset the export trades 
prompted me to recommend that steps 
should be taken by the Government to 
assist industry in competing for overseas 
markets. At that time the problems ap- 
peared urgent enough, but, serious as were 
past troubles, they are insignificant com- 
pared with present difficulties; and I must 
not allow this opportunity to pass without 
voicing an earnest request to the Govern- 
ment for as much practical help as possible 
for this most important side of our 
economic life. 


The question is a vital one and until a 
solution is found our exporters will remain 
hampered by tariffs, quotas, depreciated 
currencies, exchange restrictions, and 
foreign cheap labour. But serious as these 
troubles are, the competition from totali- 
tarian States now adds more acute difficul- 
ties and it seems that these will be inten- 
sified this year. In so far as these States 
succeed in reorganizing industry by sound 
methods, and thereby raise their standard 
of efficiency, we might do better if we 
copied their example rather than com- 
plained of their success. We might also 
avoid eventually some of the damaging 
effects of defeatism here if we recognized 
that much of the elaborate restrictive 
planning of the dictator States is ill- 
considered, and much less likely to pro- 
mote efficient enterprise than the methods 
of the democracies. 


THE EXPORT GUARANTEES BILL 


Yet the probable misfortunes of formid- 
able competitors do not dispose of a pre- 
sent emergency, wherein our export trades 
might suffer great damage or even extinc- 
tion at the hands of totalitarian States. 
It is therefore pleasing to know that, in 
the case of this country, the Export 
Guarantees Bill may be expected to reach 
the Statute Book shortly after Parliament 
teassembles. It may be anticipated that 
this measure will be su plemented by co- 
operative organization of each exporting in- 
dustry to supervise and even conduct ex- 
Port business, but that these in turn should 
be armed with the limited funds suggested 


to counter the subsidised exports of our 
competitors is laudable, if perhaps hardly 
effectual. Very active full-time officers 
and a much larger amount than £10,000,000 
for the type of export guarantees covered 
by the Bill seem to be required to make 
real headway. 


Success will the more certainly be 
achieved provided full use is made of our 
vast buying power, and our import trade 
should be used to the full in pressing our 
advantage against foreign competitors. 
Purchase of our goods should be a sine 
qua non of entry into the British market. 
We have the purchasing capacity and the 
resources for counter-action, and full use 
should be made of them. 


NEED FOR ORGANIZATION 


In this connection the benefits which 
should accrue to the export trade through 
the commercial treaties of 1938 have not 
to be overlooked. It would, however, be 
a disservice to industry to suggest that 
either subsidies or trade pacts would 
remedy its problems. As always, efficiency 
and enterprise play a big part in success, 
and external help from the Government 
merely makes the effort worth while. In 
the absence of such help, however, it is 
better to organize for the worst rather than 
to rely on fortuitous benefits, and the high 
cost of our exports, as reported in the 
Board of Trade Journal, points to a 
very real need for reorganization to reduce 
costs and prices. 


Some industries have been at great 
pains to find a way of surmounting their 
difficulties. The cotton trade, for 
instance, has been tireless in its efforts 
to find a practical scheme of organization 
for benefiting the industry as a_ whole. 
After more than two years of hard work 
on the part of the Joint Committee of 
Cotton Trade Organizations the original 
draft proposals for an Enabling Bill have 
been greatly modified, and many safe- 
guards introduced with a view to meeting 
the requirements of the Government and 
the criticisms of the trade. Time is an 
important factor and it has yet to be de- 
cided by the trade whether the Bill will 
be presented to Parliament. Is it too 
much to hope that the trade will, at an 
early date, arrive at a definite decision? If 
the cotton trade is to make its influence 
properly felt in Whitehall it must speak 
with a united voice. 


Before concluding I desire to place on 
record our sincere appreciation of the loyal 
and efficient service rendered by the staff 
during the year. 


The report and accounts were adopted, 
and the retiring directors were re-elected. 


Messrs. Halliday, Pearson and Com- 
pany, and Mr. Leslie Shaw, the retiring 
auditors, were re-appointed. 


After the usual votes of thanks the 
proceedings terminated. 











268 
Bank Meeting 


LLOYDS BANK LIMITED 


A SATISFACTORY YEAR 


BRITISH TRADE AND THE STERLING-DOLLAR RATE 


IMPORTANCE OF OUR EXPORT TRADE 


LORD WARDINGTON’S ADDRESS 


HE eighty-first ordinary general meet- 
T ing of the shareholders was held on 

Friday, January 27, at Southern 
House, Cannon Street, London. Lord 
Wardington (Chairman of the Bank) pre- 
sided. 


The Chairman, in moving the adoption 
of the Directors’ Report, said: My lords, 
ladies and gentlemen—If you will kindly 
turn to the balance sheet, you will find the 
figures not greatly changed as compared 
with those of 1937, and I shall only draw 


your attention to some of the more 
important. 
To take the liabilities side first, the 


total due on Current, Deposit and other 


Accounts has been comparatively well 
maintained at a figure showing a reduc- 
tion of £12,000,000 in the year. This de- 


crease is not due to any loss of foreign 
deposits, because, as I told you when we 
last met, we refrained from offering unduly 
competitive rates for this class of deposits, 
believing them to be a not unmixed bless- 
ing either to ourselves or to the country, 
owing to their fleeting character, which 
rendered them liable to become an em- 
barrassment to us and the exchanges if 
they were hurriedly withdrawn. The re- 
duction under this heading is due to two 
principal causes. In the first place to the 
amalgamation of a large group of accounts 
which previously figured on both sides of 
our books, as overdrafts on the one hand 
and credit balances on the other. The nett 
figure alone is now shown, causing a con- 
traction on both sides of the balance sheet. 
The remaining part of our reduction is 
widespread over our system, and the 
balances have been withdrawn for invest- 


ment, or in search of a higher return of 
interest than that which we felt justified 
in offering. 


The only other item amongst our liabili- 
ties worthy of special remark is that under 
the heading of Endorsements, Guarantees, 
and other Obligations. This shows the 
large increase of nearly £12,750,000, and 
is almost entirely due to forward exchange 
operations. These transactions have been 
undertaken on behalf of our customers, or 
correspondents, whose liability appears on 
the other side of our balance sheet. As 
far as we know these represent legitimate 
operations arising out of genuine commer- 
cial transactions, but, as you are doubt- 
less aware, we and all other banks are 
tightening up our investigation of these 
operations at the request of the authorities, 
with the object of eliminating any obliga- 
tion undertaken for purely speculative 
purposes. They are in any case an indica- 
tion of the present unsettled state of inter- 
national affairs which we all so earnestly 
deplore. 


On the assets side of our balance sheet, 
the liquid assets of cash, money at call, 
etc., bear very much the same proportions 
to our deposits as they did last year, but 
you will be glad to notice the welcome in- 
crease of £3,000,000 under the heading of 
British and Colonial and Foreign Bills. 


Our investments show a decrease of 
£6,000,000, and this is due to two main 
causes. The larger part is the result of 
actual sales, or repayment of investments 
reaching maturity or drawings for payment, 
and a substantial sum has been taken from 
the interest received on those which were 
bought at a premium, in order to write 
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them down to par by the first maturity 
date. This, no doubt, you will agree is a 
wise and conservative proceeding, although 
it is done at the expense of our profit 
figures for the year. The remainder of the 
decrease as compared with last year is 
caused by the ordinary process of writing 
down those investments, the market price 
of which has fallen since last year. I shall 
have some more to say on this point later 
on. 


LOANS AND ADVANCES 


Loans and advances, the most import- 
ant item of our assets, show a reduction 
of over £6,000,000, which undoubtedly is 
a disappointment, and if those who insist 
that banks should be forced to increase 
their credit facilities can tell us how this 
can be done, in the absence of willing and 
credit-worthy borrowers, no persuasion, let 
alone force, would be required to induce 
banks to comply. They would be only too 
glad to see a keener disposition on the part 
of the public to take greater advantage of 
the credit facilities we are anxious to give. 


Under some headings in our advances 
we do see a tendency to increase. Those 
engaged in agriculture, though they are 
borrowing less than they did a few years 
ago, have taken slightly more from us this 
year than last, and again I must pay 
tribute to the farming community for the 
remarkably small amount of bad debts 
which we have suffered under the heading 
of agriculture. They are, as usual, the 
largest borrowers of all the categories into 
which we divide our advances, and con- 
sidering the many difficulties of which they 
have been the victims, our comparative 
immunity from bad debts on their account 
is greatly to their credit. 


and Finance ”’ 
and in the cate- 
‘Public Utility,’’ 


“Banking, Insurance, 
show a substantial rise, 
gories of ‘‘ Engineering,’’ 
“Shipping and _ Shipbuilding,’’ ‘‘ Local 
Authorities,’ ‘‘ Brewing and Distilleries,’’ 
we see welcome increases, but they are 
more than offset by falls, particularly in 
the class entitled ‘‘ Iron and Steel,’’ with 
somewhat smaller decreases in ‘‘ Theatres, 


Hotels, etc.,’’ ‘‘ Miscellaneous,’’ ‘‘ Silk, 
Linen, Hosiery,’’ ‘‘Stockbrokers,’’ and 
“Corn.” Our average overdraft in all 
categories, comprising 198,938 accounts, 


comes out at £822. 


PROFIT AND LOSS 


In our Profit and Loss Account, and in 
our Report, you will notice the simplified 
wording which at our last meeting I told 
you we intended to employ. In its old 
form it was very cumbersome, and I think 
it can be taken for granted, without being 
specifically stated, that our Profit figure 
has been ascertained after payment of such 
necessary items as salaries, pensions, staff 
bonuses and allowances, the annual contri- 


butions to staff funds, rebate, income 
tax, etc. The final figure of our Profit and 
Loss is £127,000 less than last year, but 
in a period of reduced loans and turnover, 
and on the other hand of increased costs, 
such as National Defence Contribution, and 
tens of thousands spent on Air Raid 
Precautions, which latter we devoutly hope 
will not be a recurring item, I think we 
may be justified in thinking that a sum of 
£1,705,000 is not unsatisfactory. 


THE STERLING-DOLLAR RATE 


The past year has seen a fall in the 
sterling-dollar rate from round about $5.00 
to round about $4.65. This fall is a 
matter for regret as bringing to an end for 
the time being the comparative stability 
which had been established after the dis- 
turbed period 1931-34, when at one time 
it had been as low as $3.23. But it took 
place without weakening the friendly rela- 
tions which existed between the parties to 
the Tripartite Agreement, which means 
that it was recognized as being due, not to 
any deliberate policy of depreciation, but 
to causes which were not under the con- 
trol of our monetary authorities. I em- 
phasize the fact that the fall was not due 
to deliberate policy, because there were 
voices raised in favour of the deliberate 
depreciation of sterling in terms of dollars, 
on the ground that sterling was “‘ over- 
valued ’’ and that this over-valuation con- 
stituted a heavy handicap to British export 
industry. 


Is it not time that the fallacy was 
realized of explaining the course of British 
trade with the whole of the rest of the 
world by reference exclusively to the ex- 
change rate of sterling on one other cur- 
rency, viz., the dollar? Sterling may be 
over-valued, and this may be a cause of 
the recent excess of imports over exports; 
but the over-valuation is presumably in re- 
lation to the currencies of countries from 
which the imports come and to which ex- 
ports have declined; and the United States 
is only one among a number of these. 
Most of the Empire and sterling area cur- 
rencies have been maintained at a discount 
in terms of sterling ever since the great de- 
valuation movement of 1930-33. How is it 
proposed that this discount should be re- 
moved? By the Engiish monetary authori- 
ties buying and holding of Japanese yen, 
Argentine pesos, Swedish kronor, or even 
Australian and New Zealand pounds? If 
this is not proposed, what is? 


It is a fallacy to explain the British 
trade balance by reference to the sterling- 
dollar rate; it is equally fallacious to ex- 
plain the sterling-dollar rate by reference 
exclusively either to British or to American 
foreign trade. The sterling-dollar rate de- 
pends on the aggregate of transactions that 
take place between the sterling area as a 
whole and the dollar area as a whole, and 
of these transactions only a fraction are 
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trade transactions. In recent years, as 
everyone in touch with exchange markets 
knows, the sterling-dollar rate has been 
determined mainly by capital movements 
from Europe to America and vice versa. 


Even in the figures given for Anglo- 
American trade there is a fallacy lurking. 
The ‘‘ gigantic figure’’ of the excess of 
American sales to Britain over American 
purchases from Britain is given without 
any reference to the large amount of gold 
which has been sold by Britain to America. 
If Britain is paid with gold for exports to 
South Africa, and then exports the gold to 
America to pay for imports from America, 
can she expect—or should she wish—to 
pay for these imports with British exports 
again? 


STOCK EXCHANGE PRECAUTIONS 


So far as the Stock Exchange was con- 
cerned, there was one fundamental differ- 
ence between August, 1914, and September, 
1938. Twenty-four years ago war came as 
a complete bombshell, and the Stock Ex- 
change was caught with many open com- 
mitments. By last September, however, 
the danger had been foreseen weeks and 
even months ahead, and, indeed, this 
apprehension was one reason why Throg- 
morton Street did not respond to the 
summer recovery in Wall Street. There 
were, thus, comparatively few open posi- 
tions of a character which would have 
called for special treatment. Nevertheless, 
as the danger of war became more 
imminent, there was a general fall in prices, 
chiefly because no one cared to buy securi- 
ties. A day or two before the culminating 
point of the crisis, therefore, minimum 
prices were fixed for a wide range of 
Government securities, and the Stock Ex- 
change agreed of its own volition not to 
deal below those prices. This was a very 
desirable precaution. The intrinsic sound- 
ness of these securities was beyond ques- 
tion, and bankers and others had very 
properly been accustomed to accept them 
as collateral for loans. The fall in their 
market price was reaching the point where 
the margin of security was disappearing, 
and so a serious banking and credit prob- 
lem was beginning to arise. Let me say 
at once that no banker would have thought 
of calling in his loans just because the 
value of his collateral was shrinking for 
reasons far beyond the borrower’s control. 
Yet both bankers and their customers are 
grateful to the Stock Exchange for taking 
action which saved them from what might 
have been an embarrassing position. 


OUR EXPORT TRADE 


The question of our export trade figured 
in the speeches of nearly all bank chairmen 
to their shareholders last year, and it has 
lost none of its importance to-day. That 


it is still receiving considerable attention jp 
Government and trade circles is indicated 
by what has been said in Parliament, by 
the increased export credit facilities which 
have been foreshadowed, by the trade agree. 
ments entered into, particularly the im. 
portant Anglo-American agreement, and by 
the deliberations of such bodies as the 
Federation of British Industries, and the 
Association of British Chambers of Com. 
merce. In these days of fierce competition, 
with an ever-increasing tendency towards 
national self-sufficiency and industrializa. 
tion; when all countries are striving to sel] 
and are becoming more unwilling to buy; 
when every kind of obstacle is placed in 
the channels of commerce, trade takes on 
the aspect more and more of commercial 
warfare, instead of being as it should be, 
an exchange of goods for the benefit of 
both parties. Anything that can be done, 
therefore, in the direction advocated by the 
President of the Board of Trade, whereby 
arrangements might be made between the 
industries in various countries, including 
our own, which would allocate markets 
fairly, and enable everyone to do the maxi- 
mum of trade on the soundest possible 
basis, would be greatly welcomed. I see 
from the papers that the Locomotive 
Manufacturers’ Association have provided 
an object lesson of this kind in the negotia- 
tions which they have opened up with 
Turkey. In these days, when the tendency 
in some quarters to hurl insults and chal- 
lenges across the seas is so noticeable, I 
wonder if you will think it out of place at 
a bank meeting if I recall an ancient warn- 
ing, which seems to me as modern and as 
truly appropriate to our international prob- 
lems of to-day, whether political or econ- 
omic, as it was nineteen centuries ago: 
‘If ye bite and devour one another, take 
heed lest ye be not consumed one of an- 
other.”’ 


I now beg to move: ‘‘ That the Report 
just taken as read be received and adopted, 
and that, in accordance with the recon- 
mendation of the directors therein, final 
dividends be declared for the year ended 
December 31 last on the paid-up capital 
of the Company of 6 per cent. actual on 
the ‘A’ shares, and of 24 per cent. actual 
on the ‘B’ shares, payable, less income 
tax, on and after January 28, 1939.” 


The resolution was seconded by Sir 
Austin E. Harris, K.B.E., the deputy 
chairman, and carried. 


The retiring directors were re-elected 
(with the exception of Mr. G. A. Harvey, 
who did not offer himself for re-election), 
and Messrs. Price, Waterhouse & Co. were 
reappointed auditors for the year 1939. 


Votes of thanks to the directors for 
their services during the past year, to the 
staff for their excellent work, and to the 
chairman for presiding, were carried, and 
the proceedings then terminated. 
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Bank Meeting 
NATIONAL PROVINCIAL BANK LIMITED 


SATISFACTORY RESULTS: DIVIDEND MAINTAINED 


MR. COLIN CAMPBELL’S SPEECH 


HE annual general meeting of the 
T shareholders of the National Provin- 
cial Bank Limited was held on Tues- 
day, January 24, at the Head Office, 15, 
Bishopsgate, E.C.2. 
Mr. Colin F. Campbell (the chairman) 
said that he was pleased to say that their 
business as represented by the number of 


accounts opened continued to expand. 
Current, deposit and other accounts 
amounted to #£310,094,154, which was 


£10,152,260 lower than the figure quoted 
in the previous report. That reflected the 
general tendency of bank deposits to fall, 
a feature which had been in evidence par- 
ticularly during the last few months of the 
year. The weekly average of their de- 
posits, on the other hand, had been slightly 
higher than in 1937. 


ADVANCES 


Advances at £139,586,103 showed a 
small decline compared with a year ago, 
but, as in the case of deposits, the weekly 
average for the year was in excess of that 
for 1937. The figure represented 45 per 
cent. of their deposits as compared with 
43-9 per cent. at the end of 1937 and re- 
flected the attitude adopted by the bank 
towards its customers who might require 
additional funds for the development of 
their trade or business. They did their 
best to support industry in every way and 
it was very gratifying to receive many 
assurances that their help through troub- 
lous times in the past had resulted in many 
trading concerns coming through to a 
period of relative prosperity. 

The net profit was £1,771,785 compared 
with £1,874,959, and, having regard to the 
difficult times through which they had 
passed and the demands on them in the 
way of ever-growing expenses and taxation, 
that was, they thought, a_ satisfactory 
result. The dividend continued at 15 per 
cent. as before. 


DOMESTIC AFFAIRS 


In taking stock of their position at the 
end of 1938 the feeling dominant in all 
minds must be that, although ground had 
been lost in some directions during the 
year, the position might well have been 
disastrously worse. Looking back on all 
that took place during the eventful fort- 
night in September, it was some consola- 
tion to know—and the knowledge should 
give them confidence for the future—that 
their great financial institutions could sus- 
tain the shock of such a grave crisis, 
although it should be recognized that so 
far as the Stock Exchange was concerned 
minimum prices were introduced in the 


gilt-edged market. Those happenings 
clearly indicated that in these uncertain 
days nothing was more important than that 
the great banks of the country should con- 
tinue to maintain a position of liquidity 
and strength even though that involved 
sacrifice of earning power. 

Domestic trade, according to reports 
obtained from their branches in all parts 
of the country, had been fairly well main- 
tained throughout the year. 


FOREIGN TRADE 


With regard to foreign trade, the diffi- 
culties which faced exporters were not 
peculiar to this country. The real task 
which confronted the great trading nations 
was to do away with the impediments 
and restrictions which still limited the total 
volume of international trade. If they 
might be guided by the League of Nations’ 
latest published analysis of the quantum 
of world trade, the United Kingdom had 
more or less held its proportionate share 
over the last nine years. Although there 
was some reason to think that inequitable 
and subsidized competition was not likely 
to be permanent, they must, in view of 
the paramount importance of export trade, 
be prepared by concerted action of indus- 
tries concerned, together with Government 
support, to meet such competition, and it 
was satisfactory to know that discussions 
had already taken place with that end in 
view. 

The Anglo-American Trade Agreement 
was a matter of the utmost importance and 
would have a far-reaching effect of the 
most favourable kind on the trade relations 
between the two countries and, indeed, 
with the British Empire, especially as 
traders could now take a three-year view 
of conditions. The Article relating to cur- 
rency fluctuations was worthy of particular 
notice. It was true that such an Article 
was not unique in the history of our trade 
agreements, but its very existence was evi- 
dence that the contracting parties did not 
intend to allow extraneous matters to 
vitiate a valuable agreement. 

As to the outlook, the course of whole- 
sale and retail prices during the past 12 
months would seem to indicate that both 
had reacted to an extent that justified 
them in thinking that prices were now on 
a much firmer basis. On the score of 
prices and stocks the position was healthier 
than a year ago. Was it too much to hope 
that the desire for peace would prevail 
over all other considerations? 

The report and accounts were unani- 
mously adopted and a vote of thanks to 
the Chairman concluded the proceedings. 
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MARTINS BANK 


EXPANSION OF BUSINESS 





EXPORT TRADE PERPLEXITIES 


MR. F. A. BATES’ REVIEW 


HE one hundred and eighth annual 
general meeting of members of 
Martins Bank Limited was held at 
the Head Office, 


January 24. 


Liverpool, on Tuesday, 


Mr. Frederic Alan Bates, the Chairman, 


presiding, said: 


To succeed Sir Richard Holt, who has 
retired for reasons of health, the directors 
have me chairman and have 
elected me to the London board. Conscious 
of the responsibility of my office, I shall 
serve the bank to the best of my ability. 
Mr. Furniss, our general manager, who is 
already a board, 


has been elected to the general board. I 


appointed 


member of the London 


should like to add my tribute to his quali- 
ties and personality, which have been of 
the greatest value in conducting the bank’s 
affairs. 


RECORD DEPOSITS 


Our net profit of £872,929 is an in- 
crease of £19,363, due to further expansion 
With £309,007 brought 
forward, we have available for distribution 
£1,181,936. An interim dividend of 7 per 
cent. was paid in July. 


in our business. 


For the December 
half-vear we propose to increase the divi- 
dend to 73 per cent., making 144 per cent. 
We have added £50,000 to 
Reserve Fund, bringing it up to £3,550,000, 
£100,000 to Premises Redemption Account 
and £100,000 to Pension Fund. £328,730 


for the year. 


is carried forward. The  bank’s liquid 
position is maintained. Cash in hand and 
at the Bank of England amounts to 


£11,142,000, 11.07 per cent. of our liabili- 
ties to the public. Total cash items repre- 
per cent. of those 
£ 33,395,000 
crease of £2,172,000. 
and 
£4,530,000 have established the new high 


sent liabilities. 


21.42 


Investments at are an in- 
Deposits have again 
increase of 


expanded, with an 


record of £100,038,000. Advances have 


also increased. 


At £44,421,000 they are 


£2,001,000 more. There have been in- 
creases to agriculture, shipping and trans- 
port, retail trades, iron and steel manufac- 
turers, furniture manufacturers and distri- 
butors, to private customers, and in con- 


nection with housing. 


EXPORTS AND RE-ARMAMENTS 


The 
preventing 


influence cf restriction schemes 
accumulation of 
stocks had a steadying effect. We have, 
therefore, grounds for the belief that not 
only have we seen the worst, but that 
in the 


search for a technique which may limit 


excessive 


some progress has been made 
the severity of trade recessions in future. 
We cannot escape the conclusion that re 
armament has had some effect on the ex 
port trade of our industries by placing 
contracts at their doors. 
Added to the fact that foreign 
debtors are out of favour. Our foreign 
loans in the past laid the foundation of 


our world trade, but where can we lend 


Government 
this is 
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money abroad nowadays for the purpose 


of creating the power to purchase our 
manufactured goods with any assurance 


that it would be safe? Many loans made 
in the default. If for the 


purpose of creating purchasing power for 
fr 


past are in 


ir goods we lend money abroad which is 


OuL 

lost, we are, in effect, making the coun- 
tries to which they are shipped a present 
of our goods. 


Concentration upon re-armament and 


activity in those of our industries pro- 
ducing goods for home consumption have 
not absorbed our unemployed. It is essen- 
tial, therefore, that we should look ahead 
to the time when work upon rearmament 
will diminish, and that we should use every 


appropriate means to expand our export 


trade. We cannot afford to rely upon 
methods which were adequate when trade 
flowed normally, but must adjust our 


actions, consistently with sound procedure, 
to meet the tactics of countries that, under 
the influence of strained economic condi- 
tions, adopt measures inimical to British 
The 


agrcement is evidence that governments on 


interests. Anglo-American trade 
both sides of the Atlantic are co-operating 


o their mutual advantage 
HOME INDUSTRIES’ PROSPECTS 
The 
stimulation in 


cotton industry is looking for 


its export trade as a result 


realized that 


nefit only a section 


of that agreement, but it is 


ment l 


will be 
fhe Cotton Enabling Bill 
to 


but material recovery can only 


the agre: 
of the industry. 


will make some contribution revival of 
the trade, 
be expected from settled world conditions 
and the ability new 


trade’s to develop 


lines. 

During the year industry as a whole has 
have 
The 
industry passed through a difficult year, 


done moderately well. There cer- 


tainly been disappointments. steel 
and exports, due partly to the establish- 
ment of further steel 
suffered. 


by the 


works abroad, have 
The industry was also affected 
Lloyds 
register recording that orders placed for 
new tonnage were only half of those of the 
preceding 


decline in shipbuilding, 


year. Shipbuilding and _ship- 


owning are so closely related that it may 


be deduced from the fact that merchant 
shipbuilding had a difficult year so also had 
shipowning. This was disappointing. A 
combination of factors common to all in- 
difficulties, 


lack of confi- 


exchange 
and 


dence resulting in inactive commodity mar- 


dustries, such as 


political disturbances 


kets, has reduced the demand for tonnage 


in all trades. The British shipping in- 
dustry thus finds itself in a position where 
urgent measures may be necessary. In the 


coal trade, exports and inland consumption 
both fell, but the sales control committees 
Condi- 


tions in the wool textile industry over the 


prevented a heavy drop in prices. 


last two have 
difficulties. 


cally every category of textile exports the 


years presented peculiar 


As a consequence, in practi- 


Board of Trade returns reveal the persist- 


ence of restricted trade. So long as there 


is political disturbance throughout the 
world, and our trade continues to be 


affected by the methods of certain foreign 


countries, we cannot look for sustained 


improvement. It is encouraging, therefore, 
that the Trade 
energetically tackling the problem of the 


Overseas Department is 
country’s trade in collaboration with the 


various industries involved. 


BRITISH BANKING STABILITY 


The soundness of British banks is taken 
so much for granted that it is perhaps par- 
donable to recall the way in which they 
faced the crisis at the end of September. 
The to the 
nation is apt to be overlooked. They had 


service they then rendered 
to meet considerable withdrawals of foreign 
and other deposits for investment in the 
United States. 


faced at the height of the crisis with a 


Simultaneously they were 


severe fall in the value of stock exchange 
securities held on account of customers, yet 
it may be said that in no case did this re- 
sult in the withdrawal of overdraft facili- 
ties during the crisis. The value of such 


calmness, possible only because of the 


maintenance of well-tried traditions, is 
surely very great, and that it took place 
almost without comment is perhaps the 
finest tribute to the confidence reposed in 


our banking institutions. 


The report and accounts were adopted. 
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MIDLAND BANK LIMITED 





EXCHANGE ACCOUNT AND CREDIT SYSTEM 


CASE FOR REARMAMENT BORROWING 


THE RIGHT HON. R. McKENNA’S VIEWS 





holders was held on _ Thursday, 
January 26, 1939, at the Head Office 
of the Bank, London, E.C.2. 

The Chairman, the Right Hon. R. 
McKenna, said in part: In common with 
all other business undertakings, banks felt 
the decline of trade activity during the 
first half of last year, but it was not until 
the autumn that they became affected in 
a special way by the withdrawal on a large 
scale of foreign funds, a withdrawal in- 
duced by the grave international anxieties 
at that time. The interesting feature for 
us in this huge transfer of tunds lies in 
the operations of the Exchange Equaliza- 
tion Account. During the years 1936 and 
1937, when foreigners were increasing their 
balances in London, the Exchange Account 
prevented a too rapid rise in the exchange 
value of sterling by continual purchases of 
gold. When the movement of foreign 
balances was reversed and heavy sales of 
sterling over the exchanges took place, the 
Exchange Account again exercised its func- 
tion of maintaining a fairly steady day-to- 
day rate for sterling, and sold gold as 
readily as it had previously bought it. 

EFFECTS OF THE MOVEMENT OF 
FUNDS 

Mr. McKenna then described how the 
withdrawal of foreign deposits affected the 
banks, and proceeded: We may note that 
the withdrawal of the exceptional foreign 
deposits accumulated in recent years has 
not materially diminished the importance 
of London as a centre for financing world 
trade. But far more noteworthy is the 
fact that, contrary to all previous ex- 
perience, the transfer was effected without 


Te ordinary general meeting of share- 


any rise in the Bank rate. There was no 
monetary restriction to aggravate the 
shrinkage of internal business which was 


already taking place as the universal fall- 
ing away of 1938 developed. 

The events of last year afforded a 
valuable test of the working of a managed 
currency under exceptional and very diffi- 
cult conditions. I could quote many 
examples to show how, under the gold 
standard, external influences caused grave 
disturbance to internal credit. The vul- 
nerability of the money market to external 
influences was extreme, and was due 
mainly to the statutory obligation to main- 
tain the pound sterling at a fixed gold 
value. 


THE NEW SYSTEM AND THE OLD 

Let me observe, however, that no 
monetary mechanism can of itself perform 
the numerous and complicated tasks con- 


nected with the control of currency and 
credit. The new technique of monetary 
management called into being since 1931 
requires for its proper exercise far more 
knowledge, judgment and skill than were 
needed in working on the gold standard. 
Ihe simplicity, the almost automatism, of 
currency and credit control under the gold 
standard has been highly praised. But at 
what cost to trade and industry did the 
system operate? The Bank rate might 
have to be raised when internal conditions 
required not restriction but expansion of 
credit—as, for example, last year, when 
the outflow of gold would have led to 
severe credit restriction at the very time 
when confidence was already shaken and 
enterprise languishing. 

it must not be overlooked that the de- 
parture from the gold standard is by no 
means the same thing as the abandonment 
of gold as an instrument of monetary 
policy. Gold plays and will continue to 
play an essential part in the exchange re- 
lations between countries conducting the 
bulk of international trade. But for us it 
no longer plays a governing part. The 
great achievement otf monetary progress 
since 1931 is the discovery that our 
domestic business can be protected against 
extraneous developments with which it has 
nothing to do and for which it is not re- 
sponsible, and that we can expand or con- 
tract credit according to internal needs. 
To this extent at least we have become 
masters in our own house. 

I say ‘‘to this extent’’ because when 
we consider the prospects of business we 
have to remember that a good monetary 
system will facilitate trade but cannot 
make it. It is akin to cheap and con- 
venient transport, which carries the goods 
but does not produce them. When world 
conditions are adverse to trade we cannot 
escape altogether from the general decline, 
however efficient our monetary system may 
be. At the present time sustained recovery 
in the United States would be the biggest 
single factor in a general revival of world 
trade. There have recently been welcome 
signs of recovery in that country, but we 
cannot be certain that it is on a solid 
foundation until we see a convincing re- 
vival of capital investment. 

TAXATION AND BORROWING 

Discussing the question of the financing 





of the rearmament programme, Mr. 
McKenna observed: The choice lies be- 
tween additional taxation, borrowing, of 


something of each. If labour to-day were 
in full employment I should, for my part, 
unhesitatingly lay the emphasis on taxa- 
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3ut when there is very considerable 
nemployment, questions arise which may 
ead to a different conclusion. New taxa 
ion disturbs industry for the time being 
reducing the demand for goods of wide- 
— consumption or at any rate by 
ating a belief that there will be such a 
doction in the ne future Orders are 


sithheld and employment is consequently 
diminished. In a condition of full employ 
ent the labour so displ. iced might readily 
be absorbed, but when we have already 
nearly two million people unemployed we 
must be careful not to add to their num- 
fhe additional expenditure by the 
Government ought, if possible, to be so 
directed as to bring into productive activity 
and women are now out of em 
Taxation will not help in this 
borrowing, on the other hand, 
existing conditions will stimulate 
and as the demand for labour 
will forced ulti- 


men who 
ployment 
respect; 
inder 

employment, 


industrialists be 


grows 
mately to draw from the pool of unem- 
ployed. The limit to this policy is 


obviously reached when all labour employ- 
ible at a profit at the current rate of 
vages is fully engaged, but we are a long 
way from that condition at the present 
time 
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required for 
urrying out of a vast 
Great Britain has under 
n expansion the volume 
again which there is no prospect of 
ountervailing exports. Add to this the 
laying in of stocks of food and other neces- 
and there arises a strong probability 
that our current income from bro 
if British goods and services and the yield 
m our Overseas investments may be insuffi 
ient to meet our purchases. Are we then 
o infer that the time has come when our 
monetary policy should be reversed, and 
restrictive financial measures adopted in 
order to reduce consumption? I do 
think we need contemplate, as an early 
ecessity, any such drastic—and damaging 
—steps. If we are incurring a deficit on 
ur current balance of payments we must, 
it is true, be on our capital 
ibroad; but so far as accumulating 
stocks we are merely exchanging one kind 
t another 
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After commenting on the position and 
progress of the Bank, Mr. McKenna con 
cluded as follows: Even as things are, | 
think we may reasonably look for some 
modest improvement. In external trade, 
the Anglo-American agreement and_ the 


arrangements associated with it mark a big 
step forward in the direction of a larger 
volume of free interchange of goods over 
the greater part of the world. In domestic 

ide, we ate probably far from having felt 
the full flect of the rearmament pro- 
gramme in  stineeih iting output and employ 
ment. 


The report was adopted and other or 
ary business was transacted. 
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MIDLAND BANK 


LIMITED 


Chatrman ;: 
RIGHT HON, R. 
Deputy Ch 
W. G. BRADSHAW, C.B.F. 
S. CHRIS'TOPHERSON 
Manager ; 
ASTBURY 


McKENNA 


airmen: 


THE 


Chief General 


HERBERT A. 


STATEMENT OF ACCOUNTS 


December 31, 1938 
Liabilities £ 

Capital paid up 15,158,62 
Reserve Fund 12,410,609 
Current, Deposit and other 

Accounts 464,249 ,757 
Acceptances and Confirmed 

Credits . 8,734,236 
Engagements 8,483,612 

Assets 

Coin, Notes and Balances 

with Bank of England 53,651,380 
Balances with, and Cheques 

on other Banks.. 17,813,029 
Money at Call and Short 

Notice .. 25,089 ,239 
Investments at or under 

market value 118,869,021 
Bills Discounted: 

orale — 27 038 202 

Ss ’ ’ 

Other Bills 21,463,608 4°:498,810 
Advances and other 

Accounts 209,255,066 
Liabilities of Customers for 

Acceptances, Confirmed 

Credits and Engagements 17,217,848 
Bank Premises and other 

Properties 9,689 ,27 
Shares in Yorkshire Penny 

Bank Ltd. 937 ,500 
Investments in Affiliated 

Companies: 

Belfast Banking Co. Ltd. 1,795,836 

The Clydesdale Bank Ltd. 3,195,114 


North ofScotlandBankLtd. 2,579,843 
Midland Bank Executor 
and Trustee Co. Ltd. 444,875 


A 32-page illustrated book entitled 
“THE SERVICE OF 
THE MIDLAND BANK” 
describes the wide range of facilities 
available to customers. A copy may be 
obtained, on personal or written appli- 
cation, at any of the 2139 branches 
in England and Wales, or at the 


Head Office: 
POULTRY, LONDON, E.C.2 

















276 
Bank Mecting 


WESTMINSTER BANK 
LIMITED 


DIVIDENDS MAINTAINED 


PHE ECONOMIC SITUATION 


DIFFICULTIES IN THE EXPORT 
MARKETS 


IMPORTANCE OF ANGLO-AMERICAN 
AGREEMENT 


ADDRESS OF THE HON. RUPERT E. 


BECKETT 


HE annual ordinary general meeting 
TT of Westminster Bank Limited was 

held on Wednesday, January 25, at 
the Head Office, Lothbury, E.C. ‘The Hon. 
Rupert E. Beckett (Chairman) presided. 


The Chairman reported 


change in the Directorate 


that the only 
was the resigna- 
tion of Lord Runciman on his re-entering 
the Government. 








THE BANK’S ACCOUNTS 
The Balance Sheet showed a drop in 


Current, Deposit and Other Accounts, of 
over 22 million, but this decrease at 
31st December was fortuitous, and the 


average for the year showed a materially 
higher figure than in 1937. The big move- 
ments in deposits, which had occurred only 
in those offices where such fluctuations were 
to be expected, had arisen out of the ab- 
normal conditions prevailing during the 
past year, and included the loss of foreign 
deposits in sterling. The increase in ad- 
vances during 1937 did not continue in 
1938, and the figures for the year showed 
a decrease of £2,300,000. 


The profit for the year amounted to 
£1,557,161, which, in view of the critical 
events of 1938, the diminution of world 
trade, and the lessened resources at the 
Bank’s disposal, was to be regarded as 
satisfactory. The dividends were main- 
tained, at 18 per cent. on the partly-paid 
shares and 12} per cent. on the fully-paid 
shares, but it was not possible to repeat 
the bonus paid last year. £300,000 was 
allocated to the Officers’ Pension Fund and 


Account, 
forward, 


£100,000 to Premises 
£526,000 was carried 
£496,000 brought in. 


and 
against 


THE ECONOMIC SITUATION 

The Chairman said that the pause in 
economic progress perceptible in the closing 
months ot 1937 developed, in the early 
part of last year, into a definite recession, 
and fears were widely entertained that we 
were on the downward path to severe de- 
pression, especially as the unfavourable 
economic influences were rendered more 
formidable by the acute political tension. 
Again a stage was reached, however, 
though at a lower level, when little per- 
ceptible change was visible, and for more 
than half a year, business as a whole 
neither advanced nor receded. It was in 
this state of moderated activity that we 
still found ourselves to-day. For more than 
tive years, the Board of Trade’s index of 
production, allowing for seasonal varia- 
tions, had moved consistently upward, but 
last year the average for the first three 
quarters was 6 per cent. lower than in 
1937- The composite index of business 
activity published by The Economist aver- 
aged 112 (1935=100) for 1937 and 104} for 
the first eleven months of 1938. The total 
of unemployed, after a sharp increase of 


420,000 between October, 1937, and 
January, 1938, had shown no decisive 
movement either up or down. 

The fortunes of individual industries 


were largely conditioned by the degree of 
their dependence upon exports, and 
although a falling-off in home trade had 
been seen in some directions, it was in 
overseas trade that deterioration had been 
most severe. Aiter reviewing the year’s 
experiences of the leading industries, Mr. 
Beckett referred to the reduction of our 
import and export trade. Its contraction 
of & per cent. in the first ten months of 
1938, however, was less than that of the 
world as a whole, which was 13 per cent. 
A marked expansion of our home trade in 
recent years had enabled us not only to 
maintain but to increase substantially our 
total production. But for us, who had 
relatively few indigenous products, home 
trade could never take the place of export 
trade, because we must buy abroad, and 
in order to buy we must sell. The con- 
traction of our overseas trade last year had 
been accompanied by an important change 
in its balance. The gap between imports 
and exports had narrowed by £43 million, 
but our invisible exports had suffered some 
reduction through the diminished activity 
of international trade, and there was thus 
every probability that our income from ex- 
ports and from these other items would 
have failed to cover payment for our im- 
ports by a margin not greatly different 
from that of the previous year, which ac- 
cording to the estimates of the Board of 
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Trade was £52 million. The substantial 
leficits in our overseas trading for three 

n succe ive legitimate cause 
even though they had arisen 
of abnormally large and essen- 
re-armament purposes, 
, of course, produced no compensating 
Ye could not go on indefinitely 
than we could pay for, with- 
inroads upon the capital 
cumulations of past years, and most 
our imports could not b excluded to 
ny significant extent, it was vitally neces 
sary to expand our exports. The strain 
ipon sterling resulting from the heavy ex- 
ess of imports over exports had been in- 
tensified, in this era of sudden alarms and 
upheavals, through the movements of fugi- 
tive capital, but the Exchange Equaliza- 
tion Fund had proved its worth as a defen- 
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INTENSIFIED FOREIGN COMPETITION 


The past year had seen certain develop 
ments which had not only intensified exist- 
ing trading difficulties, but created others, 
ind the problem of retaining some of our 
old markets was becoming as difficult as 
that of finding new ones. Our trade with 
certain countries which owed their develop 
ment largely to British capital investment 
in the past was threatened with extinction, 
and in many other countries where British in- 
terests were well established, they had been 
seriously jeopardized by the intrusion of 
political considerations and influences into 
the economic sphere. Fair competition 
British traders could meet, but to-day the 
destination of business was frequently de- 
ided not by competitive efficiency but by 
political manceuvres and considerations of 
national expediency. Methods had _ been 
introduced whereby smaller countries were 
brought under a_ sort of economic 
hegemony, which might eventually lead to 
i political hegemony. In the develop- 
these new methods, the 

yurces of the totalitarian States 
could be marshalled behind their traders. 
Vhat weapons had we with which to coun- 
ter competition of this description—a com- 
petition utterly different, not only in 
magnitude but in kind, from any we had 
been accustomed to meet in the past? The 
Secretary to the Department of Overseas 
Trade had said that if the countries con- 
cerned continued to employ these unortho- 
dox methods then we should fight them at 
their own game, and if we fought we should 
win. These words would have to be 
backed by deeds. All the advantages did 
not lie with our competitors. Our finan 
ial resources and our free ex¢ hange gave 
us a decided pull. Neither those who sold 
to us nor those who bought from us need 
4 exchange difficulties. We were still 
the world’s greatest buyers, and our im- 
porters were free operate in any 
market. The bulk selling of our competi- 
tors, under the zgis of the State, would 
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have to countered by selling on 
our part. Our industries could not hope 
to compete successfully in foreign markets 
unless cach was organized to speak, to 
negotiate, and to bargain, as a unit. Much 
attention had been devoted to the study 
methods whereby the whole of our ex 
port trade might be revived. The Govern- 
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ment had extended the Export Credits 
Guarantee Scheme, which in the past few 
years had been instrumental! in attracting 
a substantial volume of trade to this 


country, and had concluded a number ol 


important trade agreements, which should 


effect a broadening of our trade. Even 
totalitarian countries were more keenly 
alive to the need for increased export 


trade, although the aim of self-sufficiency 
still governed their policies. Concentra- 
tion upon indigenous products must deny 
to their peoples the enjoyment of a great 
variety of articles available outside their 
own borders, and their standard of living 
had undoubtedly been depressed. It was 
well to bear in mind that debasement ot 
the standard of living was an inevitable 
breeder of discontent among _ peoples, 
although hardships would be endured over 
a prolonged period before the weight of 
sheer necessity forced a change. 


ANGLO-AMERICAN TRADE 
AGREEMENT 


A bright feature of last 
was the conclusion of the trade agreement 
between the United Kingdom and th 
United States. These two countries to 
gether were responsible for more than a 
quarter of the world’s imports and exports 
and any arrangement calculated to pro- 
mote the freer exchange of goods between 
them must necessarily have a profound in 
fluence favourable to the development of 
world trade as a whole. The treaty was a 
triumph of compromise, concessions having 
been made on both sides in order that the 
currents of trade might be made freer. 
Although the treaty itself was concerned 
solely with matters of trade, its successtul 
conclusion inevitably drew the two nations 
together in a closer sympathy. It was this 
spirit of accommodation—of “‘ give and 
take ’’~-which was so essential in interna 
tional, as in other, relationships. 


years event: 


In the world of to-day, where so many 
unorthodox conceptions of human relation 
ships were in the ascendant, two outstand 
ing and vital problems confronted this 
country. For national safety, perhaps 
even for national existence, we had to ex 
pand our armaments, and we must at the 
same time keep going such a volume of 
overseas trade would pay for the food 
of our people and the materials necessary 
to our national economy. These were for 
midable burdens, indeed, but we could rely 
upon the courage and resolution of the 
nation successfully to bear the load. 


as 


The Report and Accounts were adopted 
ind other formal business transacted. 
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ROUMANIA’S 
NEW BANKING INSTITUTE 


THE INAUGURATION OF THE NORTH BANK OF 
CERNAUTI. 


ECENTLY there was inaugurated, at Cernauti, a new 
R Institute of credit :—The North Bank, which is intended 

to be a valuable instrument for the economic and 
financial recovery of the remotest province of Roumania and 
a means for stimulating foreign trade towards the northern 
areas. 

The existence of the new Bank is due to the initiative of 
Mr. Mititéa Constantinescu, Governor of the National Bank 
and Minister of National Economy, a man endowed with an 
exceptionally great power for work anda very capable 
economist. 

Mr. Mitita Constantinescu’s very presence at the opening 
ceremony—the most remarkable one for the economic ol 
velopment of the region in the last few years—as well a 
the speeches deliv ered by the Governor himself and by some 
prominent leaders of Bucovina, are ge proof of the 
very great significance attached by King Carol’s Govern- 
ment to this « event. 

In his speech Mr. Constantinescu defined as follows the 
Bank’s objects: “ All vital forces have to gather round the 
Bank, its purpose being that of watching over the national 
economic well-being.”’ 

If we add that at the back of this institute of credit 
are, besides the National Bank, the National Institute of 
Industrial Credit—a most powerful credit organization of 
Bucharest—and, last but not least, the Ecclesiastical Fund 
of Bucovina, a very wealthy regional foundation, it is need- 
less to say that the new Institution will be soon ina position 
to improve the general economic conditions of life in this 
part of the country, its whole attention and its unlimited 
possibilities being especially devoted to the recovery of rural 
life, by supplying peasants with credit at small rates and by 
giving artizans the necessary financial means for dev eloping 
their “trade, thus completing the general movement for 
relieving the lower classes, already started through 
co-operation. 

It is no exaggeration to say that the inauguration of 
the North Bank at the extreme limit of the country is a 
new token of the firmness and perseverance with which 
Roumania is pursuing its peaceful aims. 
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Some Recent Barclays Banks 


By Professor C. H. Reilly 
A MONG a batch of half-a-dozen new Barclays 


branches, some of considerable size and some 

with well-known names attached to them, by far 
the best and most interesting, in my opinion, is the little 
branch at Dunstable by Messrs. Parrott and Dunham. 
This is a single storey lock-up bank, always a difficult 
thing, without being vulgar, to make imposing as such 
little banks are still required to be in this country. The 
architects, to achieve this, have no doubt felt that they 
could not depart entirely from the classical tradition of 
British banks. They have, therefore, made use of the 
usual symbols of columns, frieze and cornice, but they 
have used them in simplified forms and with a delicacy 
and restraint which makes them more consonant with 
the taste of to-day. They have not, almost needless to 
say, gone so far as to make a modern functional building 
with the large windows and long lintols which steel and 
concrete now make possible. On the contrary, in the 
design of a little rectangular box, as this building really 
is and must be, there is clearly no need for the two 
columns let into the main front wall at all. A large bay 
of this wall has indeed been set back to give an excuse 
for them. 

Granting this, however, and admitting that there is 
still a certain amount of dressing-up on the exterior of 
this little bank, one can say at once that the clothes are 
extraordinarily well cut and of fine texture in them- 
selves. The architects have chosen a very narrow brick 
and have apparently kept their mortar joints also as 
thin as possible and to much the same colour as the 
bricks, so that the surface of the brickwork is like fine 
linen compared to the coarse sailcloth of ordinary brick- 
work. Wren was wont to do the same sort of thing 
with his brickwork when he wanted to use it, as in his 
fine entrance in Fleet Street to the Temple, in a delicate 
classical composition. In such cases he generally used 
sand-faced bricks, rubbed down afterwards, with the 
thinnest possible joints between them. The architects 
here seem to have got much the same delicacy of texture 
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out of long narrow machine-made bricks with specially 
shaped ones for their faceted columns. To give the 
effect of a long lintol bridging from column to column, 
and, indeed, stretching right across the building, they 

have used the bricks vertic ‘ally on their ends in the frieze 
between the cornice and the heads of the columns instead 
of lying on their sides in the usual way. This change 
of direction in the bricks is very effective. It is indeed 
largely the making externally of this little building, vet, 
of course, it is not in itself a very truthful or functional 





i? . ts} Vessrs. Parrott & Dunham 
THE DUNSTABLE BRANCH 


thing to do. The bricks placed together on end like 
this with vertical joints are not and cannot be self-sup- 
porting over a void. There must be steel or concrete 
or both hidden somewhere behind them. Usually the 
facing bricks, though they may differ in texture and 
colour from the commoner ones behind them, neverthe- 
less follow the same lines of construction. These in this 
lintol cannot, and are also, no doubt, when lying flat, 
too thin to bond in with the back bricks except every 
now and then. This brick facing, therefore, is in this 
case more in the nature of a plaster or stucco finish and 
can rightly have the refinement one expects in such a 
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covering. Where the facing brickwork, however, seems 
to stand more by itself with no important wall behind it, 
in the parapet above the cornice, the architects have 

given it, a little inconsistently perhaps, a more brick-like 
finish with a series of sunken panels. 

So much for the external covering of this building; 
but it is, of course, the excellent proportions which are 
the foundation of its charm and show off the quality of 
its coat to advantage. 





Architects Messrs. Pa, rott & Dunham 


THE INTERIOR OF THE DUNSTABLE BRANCH 


As the little building, as far as its main front block 
is concerned, is really a large single room, the architects 
have wisely treated it, considering the classical manner 
they are working in, as a room to be lit by a series of 
long ballroom type of window. Three of Gune they 
have set back and grouped together in the recess referred 
to with columns between them to help out the lintol. 
That is the excuse. Ina good classical design one needs 
to-day an excuse for one’s columns. One cannot, as 
Professor Cockerell, at the height of the classical revival, 
did in the Taylorian Museum at Oxford, just stand them 
up in front of the building for the mere fun of the thing. 
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The columns here, then, serving an architectural pur- 
pose, can also serve the display purpose of the bank 
without anyone losing face. The result is a recess 
making a pleasant shadow on the front, relieving it from 
baldness and holding all the suggestions long, elegant 
columns can convey. It will be noticed that not only 
are the columns faceted instead of fluted—a much more 
suitable shape for brickwork—but that they have not 
the usual tops to their capitals nor the usual bases. The 
architects have clearly desired, even if they have not 
felt completely free from tradition, to break away from 
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Irchitect Vessrs. Parrott & Dunham 


ANOTHER VIEW OF THE INTERIOR OF THE DUNSTABLE BRANCH 


the old deadening habit of using the same a 
of past forms time after time. The cornice, however, 
more ordinary. It has not been simplified to the same 
extent as the columns. 
So much for the detail. The strong piers and the 
broad frieze, the recess with the columns, the long 
windows, the white stone frame of the door and window 
over, recessed, too, but not so much, all make a very 
carefully thought-out and sensitively felt composition, to 
whic h the return facade with three similar windows 
makes a sensible foil. 
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The interior, except for the rather clumsy frame to 
the lobby doors, is as sensible, simple and straightfor- 
ward as the exterior would suggest. There are classical 
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Architect Vessrs. 11. Payne, Wyatt, Son & Partner 


THE BRIXTON BRANCH 


mouldings to the ceiling beams, but they are left plain, 
as is the counter front with its moulded edge. So com- 
petent and refined is this little building, inside and out, 
within its accepted manner, that I would very much 
like to see a wholly contemporary design by the same 
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architects, one, that is, in which they felt free to abandon 
the Georgian classical tradition entirely and to allow 
modern requirements and modern materials to have full 
play. 

I have given so much of my space to this little Dun- 
stable bank because its design, while keeping to the 
classical tradition, nevertheless indicates an advance 
from mere copying and the adaptation of motives now 
two hundred years old in this country alone and 


ax tenes, Son & Allardyce 
THE BARKING BRANCH 

very much older abroad. The much more imposing 
Brixton branch by Messrs. Payne, Wyatt, Son and 
Partner is not a piece of exact copyism either, but it does 
not advance so far. The modelled stone front to the 
ground storey, which stops short with the main street, 
although, from the windows in it and the bands which 
cross it, the flank is clearly expected to be exposed, is, 
except for the detail under the window sills, a piece of 
ordinary Georgian stone design, well modelled and 
balanced and good of its kind. The wooden sash 
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windows to the two storeys above, with their small panes 
proportioned to the total window, are, too, ordinary 
Georgian windows, though the three centre ones at the 
first floor level have. stone head-pieces above their stone 
architraves, which are novel. These latter certainly 
have the effect of raising these windows and making 
them more important, but hardly sufficiently so, I think, 
to make them belong to the same building which pos- 
sesses the three deeply modelled round-arched windows 
below. 

The main effect, however, of this building is not in 
its rather inconsistent detail but in the fine apparent mass 
its plain fields of brickwork give to it. That great height 
of plain walling above the second floor windows, how- 
ever dark the space behind it may be, is very effective. 
It seems to echo the plain stretches of brickwork in the 
flank wall in a very happy way and to give, to what is 
otherwise a rather ordinary building, a certain character 
and dignity. 

The Barking branch, by Messrs. Dawson, Son and 
Allardyce, follows the Georgian rules more consistently, 
though I doubt whether any building of that period 
would have allowed itself to be dictated to by the 
wandering edge of the site as this building has. The 
facade indeed seems to uncurl itself like a roll of paper 
from left to right; first along a short piece of straight 
building line, then along a long winding piece of curved 
building line, but to no particular mathematical curve, 
and then along another piece of straight. This is 
probably not the architects’ fault. The site, no doubt, 
was given to them. Still, one would have thought, 
especially in these days of town-planning, by a little give 
and take between the Corporation of Barking and the 
Bank, a building line offering a better opportunity to 
the architects might have been established. 

Here, as in the last example, there is a stone ground 
floor below two storeys of brickwork and Georgian sash 
windows, but there are not the same violent contrasts. 
he stone storey is not only plainer, and so more sym- 
pathetic to the plain brickwork above, but the windows 
In it are square-headed ones and, therefore, more in 
keeping, too. A weakness of the design, judged by 
Georgian standards, seems to me to lie in having the 
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second and first floor windows of the same height. All 
Georgian precedent makes the first, or the “ withdrawing 
room,” floor the more important. Another weakness, [ 
suggest, is the small pediment and dressings to the centre 
window over the door. The feature so formed does not 
seem to me either large or important enough to attempt 
to command a front of this length. 

The Sheldon branch, by Messrs. Peacock and Bewlay, 
makes the best, perhaps, of a very difficult squiff-eyed 
site. As a piece of brick design it is competent, which 
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| Wessrs. Peacock & Bewliy 


THE SHELDON BRANCH, BIRMINGHAM 


makes me wish that brick trimmings had been given to 
the door instead of the delicate stonework with which it 
is surrounded. Clearly the architects had a difficult 
problem over this door. It had to be important as the 
main entrance to the bank and yet it is in a little sloping- 
away wing. An interesting feature of this little design, 
which has perhaps too many centres of interest for its 
size, is the way the low back addition is connected by 
a scroll to the main building. 

The big branch at Leeds, by Sir Reginald Blomfield 
and Son, cannot fairly be judged by itself. Its elaborate 
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facades are part of a continuous street design and can 
only be judged as part of that whole. Seen alone, as in 
the illustration, interesting as is the detail and particu- 


Irchitect ‘Sir R. Blomfield 
BRANCH AT VICAR LANE, LEEDS 


larly that of the bank storey proper, the result seems 
over-elaborate. With stretches of plainer building on 
either side the result would be very different. 








